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IMTR0DUCTIU1 

Agricultural  commerclaliaaticn  hu  developed  increasing  momentum  la  the 
United  States  during  recent  years  at  a  rata  net  unlike  the  agricultural 
mechanization  of  earlier  decades.    Juet  as  technological  developments  and 
applications  bar*  revieed  production  techniques  of  the  past,  commercialisation 
la  reorganising  the  traditional  eeonosdc  structure  of  agriculture  at  the 
present.    This  apparent  change  baa  not  gone  unnoticed  oat  baa  Instead  at- 
tracted eon  si  dors  bio  attention  of  lata.    lbs  Impact  of  this  economic  develop- 
ment  affeota  consumers  and  processors  of  agricultural  producte  as  sail  as 
many  indlvldusl  producers.     Future  poller  implications  may  also  be  apparent 
la  the  extent  sod  degree  of  eeaasrslallaatlea. 

The  varioua  segments  within  agriculture  bars  experienced  different  rates 
of  change  from  individual  self  sened  sad  financed  production  units  to  soma 
level  of  commercialisation  (risk  and  finance  divided  custom  producing  units). 
The  extent  of  eomaarslal  production  of  most  crops  baa  been  established  far 
soma  time.    However,  la  the  aaaa  of  poultry  and  certain  classes  of  livestock, 
production  methods  have  turned  la  the  direction  of  the  commercial  system  (?) . 

Whereas  95  percent  of  all  broilers  srs  produced  on  a  commercial  basis 
less  than  2  percent  of  all  hogs  are  raised  under  contract  an  a  national  level. 
Mo  estimate  of  the  percentage  of  commercially  produced  dairy  or  beef  cattle 
la  available  although  in  both  cases  apparent  increases  In  this  type  production 
are  In  evidence  la  particular  sections  of  the  country.    In  the  case  of  beef 
cattle,  coenereial  or  custom  production  exists  primarily  la  the  font  Of  cattle 
feeding* 

It  was  cattle  feeding  with  *  lch  this  study  was  primarily  concerned. 
mora  specifically  it  involved  the  commercial  feeding  of  cattle  la  the  state 


of  Ium,     commercial  cattle  feeding  la  harain  def ined  aa  tha  practice  of 
tha  owner  of  a  faad  lot  and  facilities  accepting  undar  pre-arranged  agreement 
and  feading  cattle  owned  by  aa  outaida  interest  or  another  party.     A  cattle 
feeding  operation  therefore  olassif iaa  aa  a  oomasrclal  faad  yard  if  la  addi- 
tion to  cattle  owned  and  fad  by  tha  operation  itself     it  also  receives  and 
feeds  cattle  on  a  contract  basis  for  other  partiea. 

To  appreciate  tha  role  of  beef  cattle  production  in  general  and  of  cattle 
feeding  in  particular  in  Kansas  aa  related  to  tha  total  national  scale  of  pro- 
duction a  brief  review  of  certain  faeta  la  in  order.     On  January  1,  1959 
Kansas  ranked  fourth  as  4  state  in  tha  number  of  all  cattle  and  calvaa  on 
farms,  and  fourth  also  in  tha  number  of  total  beef  cattle  and  calves  on 
farms  (12).    hanking  fifth  in  tha  number  of  all  cattle  and  calves  on  farms  in 
1956  sod  ninth  in  1957,  Kansas  maintained  a  fifth  place  ranking  on  tha  average 
for  the  period  19U7-56.     With  regard  to  tha  total  dollar  farm  value  of  all 
cattle  and  calves  on  farms  January  1,  Kansas  ranked  seventh  in  1958,  10th  in 
1957,  and  eignth  on  tha  average  for  tha  period  l?l»7-5©  (13).    The  foregoing 
relet ionaftlps  are  compiled  below  (Table  1). 

Kansas  beef  cattle  production  has  historically  contributed  a  slgnif leant 
influence  on  the  over-all  cattle  industry  of  tha  nation.     The  effect  of 
commercialisation  in  the  stats  should  not  be  an  inhibitor  of  the  future  role 
that  Kansas  amy  play  in  tha  national  beef  oattle  scene.    A  shifting  compara- 
tive advantage  in  tha  cattle  feeding  industry  has  resulted  in  a  relative  loss 
in  tha  corn  bait  while  the  Wastsrn  and  Southwestern  states  have  expanded 
cattle  feeding  at  a  cemparitively  greater  rats. 

With  regard  to  cattle  feeding  Kansas  has  actually  not  kept  abreast  of 
certain  other  states  insofar  as  expansion  is  concerned  (8).     In  recent  yeara 


labia  1.    National  rank  of  Uaiut    Nuaber  and  value  of  all  cattle  aid  calves 
em  farms  January  1,  average  191*7-56,  annual  1557,  1956  and  1959. 
wanbar  of  beef  oattlo  and  oalvos  on  far—  January  1« 

iNunber  of  all  I  Dollar  fara  «35  of  i  Ifaaber  of  S3 

tcattla  *  oalvoa  i  all  oattla  |  oalvoa    I  oattlo  *  calves 
rank  rank  rank 

19«7-£6  (ararago)  5th  8th  5th 

1957  9th  10th  7th 

1958  5th                            7th,  5th 
1959 jrth 6t? g 

Sourcei    Liveatock  and  Moat  Statistics,  1957*    *aS,  USDA,  Statistical 
Bulletin  No.  2J0.    Aashingtoni     Government  Printing  Offioa,  1956. 

this  undoubVadly  >u  influenced  by  tho  prolonged  drouth.    Kansas  docllnod  la 

rank  aaong  states  aa  to  tho  munbar  of  oattlo  and  calroa  on  food  January  1  fron 

fourth  la  tte  pariod  1930-3U  to  12th  la  the  year  1957  (Table  2). 

The  da*  lining  Kanaaa  oattlo  feeding  poaltion  indicated  la  labia  2  aay  bo 

acoounted  for  la  part  by  tho  unfavorable  weather  condition*  bat  of  even 

greater  laportanca,  to  the  rapid  rata  of  expaneion  of  oattlo  feeding  la  tho 

We  atom  Statea  aaeh  of  which  la  on  a  tin— ornlal  baaia.    Only  la  tho  last  eight 

yeare  bar*  California,  Arizona,  and  Colorado  surpassed  Kanaaa  In  tho  extant 

of  oattlo  feeding. 

Table  2.    Nuaber  of  oattlo  and  calrea  on  food  la  Kanaaa  on  January  1,  1930-5* 
(5  year  period  averages),  ammaHy  1955,  1956,  and  1957*    National 
rank  aa  a  state. 

i Aver  ago «  i  Percentage  of 

»l9>^-il935-»l9g-»l9u5-.l«0-»19SSil9S6il957«        Total 
U93U  »1939  »19U1>  »19fc9  »195*  i        t        i        t  ggaB  8B 

Naabor 

(1,000  hd.)  273      1*3      2U2      266      251      227    162    162       9.1        2.7 

lank  ath     6th     6th     6th     7th     9tk    11th  12th 

Agriculture  la  a  major  contributor  to  Kanaaa  personal  income.    Slaoo  1952 
agriculture  has  ranged  between  third  and  seventh  aaong  Kansas  induatriea.    la 
1957,  agriculture  bald  a  fifth  ranking  poaltion  aa  a  contributor  to  personal 


income  In  basse,  exceeded  only  by  manufacturing  psyrolls,  trsds  payrolls, 
federal  psyrolls,  sad  sUts  sod  local  psyrolls  which  ware  onatbrough  four 
respectively.     Ins  1J58  net  f sra  income  la  expected  to  move  agriculture  again 
Into  on*  of  ths  top  thros  positions  (16).    In  1956  livestock  sslss  accounted 
for  57. 1  psrosnt  of  Kansas  cash  farm  msrksting  receipts,  excluding  govern—  nt 
payments  (5).     Of  ths  57.1  psrosnt  In  livestock  and  livestock  product  sslss, 
5U.2  psrosnt  was  attributed  to  cattle.     Quits  elssrly  ths  value  of  Kansas 
cattls  sslss  havs  had  s  substantial  effect  on  ths  sconomy  of  ths  stats.     It 
follows  that  ss  oommsroisl  esttls  fssdlng  Is  sxpanded  ths  (snsrsl  level  of  ths 
sconomy  In  ths  stats  will  also  bo  bolstered. 

In  ths  light  of  surplus  stocks  of  vhsat  ths  traditionally  sbundant  Kansas 
wheat  production  la  destined  to  yield  to  aoM  slternatlve  resource  allocation 
and  output.     Irrigation  giving  rlas  to  a  mors  assured  crop  In  the  font  of 
grain  sorghuu  snooursgee  the  fssding  of  livestock  ss  one  of  the  priaary  aX> 
teraativea  aaritlng  ooosidaration.    Demand  for  beef,  and  mors  spsctf ically  fed 
beef,  has  been  on  the  increase  (Table  3).    Expenditures  for  beef  and  pork 
eoaprise  ths  balk  of  that  portion  of  the  consumers  disposable  income  that  la 
spsnt  on  meat.     Since  1951  the  proportion  of  consumers  disposable  income  spent 
on  pork  has  declined.    At  ths  sams  time,  ths  proportion  spent  on  beef  baa  been 
relatively  stable,  with  year  to  year  minor  variations  (Tsble  l»).    With  a  ready 
supply  of  available  feeder  cattls  and  feed,  Kansas  Is  In  a    atrataglo  position 
to  expand  cattle  feeding. 

Commercial  or  custom  cattls  feeding  exhibits  s  number  of  distinct  advan- 
tages worthy  of  brisf  consideration  here  end  of  more  extensive  elaboration  In 
the  forthcoming  sections  of  this  theais. 

!•    Perhaps  the  most  Important  of  these  la  the  increased  eoonosd.ee  of 


Table  3. 

Production  and  civilian 
1951-56.1 

consumption  of  beef. 

United  StaUs, 

Tear 

l              Production 

i 

l                             Consumption 

i            Total 

s        Fer-capita 

Mil.  lbs. 

Mil.  lbs. 

lbs* 

s 


6,837 

9,650 

12,1)07 

12,963 

13,569 


8,li72 
9,5142 
12,113 
12,737 
13,306 
Ui.llU 


56.1 
62.2 
77.6 
60.1 
82.0 
85.U 


1  carcass  weight  aqulvalenti  Dressed  weight  of  cattle. 
Souroei  Agricultural  Statistics,  1957,  U.S.D.A. 

Table  U.  Retail  value  of  seat  eonsuasd  and  percent  of  disposable  income 
spent  for  beef  and  pork.  1951-58. 


Tear 


t  Ketail  value  of  meat  t 

«  eonsuasd  per  person  i 

t        Beef   i    Port  |~ 

dollars 


dollars 


hetail  value  of  seat  eonsuasd  as  a 
percentage  of  disposable  lncose 
Beef    i    Pork    t   All  mat 


percent 


1951 

1952 

1953 

1951. 

1955 

1956 

1957, 

19581 


39.10 

39.60 

2.7 

U2.50 

38.70 

2.8 

1*2.1*0 

37.50 

2.7 

143.1*0 

36.20 

2.7 

«*3.70 

3l*.00 

2.6 

Uw60 

32.70 

2.6 

U7.20 

3U.140 

2.6 

51.00 

36.60 

2.9 

percent 

2.7 
2.5 
2.1* 
2.3 
2.0 
X.9 
lef 
2.0 


percent 

5.8 
5.9 
5.6 
5.6 
5.2 
lu* 
5.0 
5.3 


1  1958  figures  are  preliminary. 

Sourest  Agricultural  Marketing  Service,  U.S.D.A. 


scale  as  well  as  continuity  of  operations.  Added  efficiency  and  a  more  nearly 
full  utilisation  of  fixed  resources  are  generally  associated  with  a  thriving 
commercial  feeding  operation. 

2.  Of  equal  importance  is  the  distribution  of  risk.  Whereas  the  land, 
labor,  management,  and  capital  equipment  investment  is  borne  by  the  feed  lot 
owner  the  financial  investment  in  ths  cattle  is  shouldered  by  another  when  the 
cattle  are  fed  on  a  contract  basis. 


3.  A  oommerelal  cattle  feeding  operation  envelops  oartaln  vertical 
Integration  features  revealed  In  various  possible  forma.  A  farming  program 
of  crop  production  nay  be  integrated  with  the  cattle  feeding  operation.  A 
■enure  dehydrating  plant  lends  itself  well  to  a  cattle  feeding  enterprise  In 
some  area*.  SMensive  grain  processing  facilities  are  generally  an  Integral 
part  of  a  fend  yard  and  nay  be  developed  to  possess  the  status  of  a  local 
grain  elevator  and  mill.  Merchandising  grain  through  cattle  feeding  nay  be 
regarded  as  a  degree  of  Integration.  Finally,  meat  processors  placing  their 
own  cattle  In  commercial  yards  have  reason  to  look  favorably  toward  this 
system  of  fed  oattle  production. 

tu  The  concluding  advantage  of  ouaton  oattle  feeding  la  felt  chiefly  by 
the  meat  processing  Industry  and  also  by  the  consuming  public  In  general. 
Contract  feeding  tends  to  stabilise  market  supplies  which  In  turn  has  a 
three-fold  effect,  (a)  Operational  efficiency  in  the  aeat  packing  industry 
Is  improved,  (b)  Returns  frost  the  laborers  guaranteed  work  week  In  that 
industry  are  more  adequately  realised,  (e)  More  uniform  retail  prices  are 
reflected  resulting  in  a  more  stable  demand. 

The  chief  disadvantagea  of  commercial  oattle  feeding  arst 

1*  extensive  credit  facilities  are  required  at  times.  This  need  stems 
not  only  from  initial  investments  in  capital  equipment  and  Improvements  but 
also  from  the  advance  financing  of  the  feed  and  grain  supply  necessary  to 
maintain  an  adequate  level  of  operation. 

2*  Competent  labor  is  difficult  to  obtain  In  some  areas. 

3*  The  squeese  that  large  scale  oommerolal  cattle  feeding  may  plane  on 
small  Individual  self  ownership  producing  units  may  be  regarded  by  soma  as  a 
disadvantage.  This  point  Is  herein  included  only  inasmuch  as  it  is  so 


regarded  by  a  segment  of  the  population  as  based  on  individual  value  judge- 
Bents  and  la  not  considered  hers  to  be  an  economic  disadvantage. 

OBJECTIVES 

The  growing  awareness  in  the  shirting  area  of  cattle  feeding  and  the 
recent  interest  expressed  la  commercial  cattle  feeding  in  Kansas  precipitated 
a  need  for  more  adequate  information  on  this  subjeot.  A  search  for  an  alter- 
native resource  allocation  framework  within  Kansas  agriculture  lad  to  the 
logical  conclusion  that  the  necessary  and  existing  changeover  from  wheat  to 
grain  sorghum  production  would  result  not  only  in  a  need  for  an  outlet  for 
this  increasingly  important  crop  but  also  in  a  renewed  advantage  in  Kansas  for 
potential  livestock  feeding.  Wheat  itself  has  in  the  past  bean  an  efficient 
livestock  feed  grain  when  its  relative  price  was  not  prohibitive  for  feed  use. 

Considering  first  the  feasibility  of  studying  vertical  integration  per  as 
in  the  Kansas  cattle  industry  it  was  finally  decided  to  restrict  the  study  to 
commercial  cattle  feeding  regarding  integration  only  insofar  as  it  is  encom- 
passed in  this  segment  of  the  cattle  industry.  Utphasis,  therefore,  waa 
placed  on  numerous  of  the  economic  aspects  of  custom  cattle  feeding  in  the 
state. 

The  specific  objectives  of  this  study  werei 

1.  To  determine  the  extent  and  trend  of  commercial  cattle  feeding  is 
Kansas. 

2.  To  establish  the  ownership  status  of  the  yard  and  equipment  and  of 
the  cattle  being  fed. 

3.  To  analyse  the  method  of  procurement  of  feeder  cattle  and  the  method 
of  disposition  of  fat  cattle. 


U.     To  compare  the  feeding  and  operational  pr&cticee. 

5.  To  dooorlbo  and  evaluate  oontracta  and  typos  of  agreements. 

6.  To  explore  the  coat  structure  and  level  of  efficiency  of  various  alios 
of  operations. 

7.  To  dlaeorar  daficianoiaa  la  too  conmerclal  oattlo  feeding  industry 
and  augfcOat  possible  Beans  of  improvement  or  correction. 

8.  To  exaaine  the  iaplloationa  of  current  trenda  In  conasrcial  cattle 
feeding. 

Of  the  forogolng  sight  specific  objectives  listed  ths  primary  purpose  of 
this  study  was  to  exaaine  ths  inplications  of  current  trends  in  commercial 
cattle  feeding  in  Kansas.     The  concluding  section  of  this  thesis  is  devoted 
to  accomplishing  this  goal. 

MSTHQDOLOOI 

Sixteen  commercial  cattle  feeding  operations  ware  personally  inter- 
viewed.     Theso  16  food  lots  eoaprlsod  ths  entire  population  of  such  opera- 
tions in  Kansas  thereby  alleviating  the  necessity  of  drawing  a  sample.     This 
study  was  therefore  in  effect  a  csnsus  of  the  oomareial  cattls  feeding 
Industry  in  Kanaaa. 

The  schedule  used  was  developed  after  preliminary  interviews  and  diseus- 
sioas irith  Individuals  faailiar  in  part  or  In  direct  contact  with  custom 
oattlo  feeding  as  it  existed  then.     In  this  Banner  a  sound  foundation  was 
f oraod  on  ths  particular  aspects  of  the  Industry  in  nsed  of  investigation. 

Two  sources  wars  utilised  In  obtaining  a  listing  of  ths  cattle  feeders 
in  the  state,  one  of  these  being  the  Kansas  State  Crop  and  Livestock 


1  A  copy  of  the  interview  sohedule  is  included  as  Appendix  II. 


importing  SutIm  and  the  otter  th*  State  iireetoek  Sanitation  Commission 
Office.    In  an  effort  to  tetania*  which  or  the  listed  cattle  feeders  claesi- 
fied  u  "commercial",  a  Xattar  requesting  tola  information  waa  aaat  ta  par- 
ticular county  agricultural  agent*  concerned.    In  aplta  of  tola  screening 
procedure  it  waa  neoeseary  to  ecu  tact  several  feed  lata  peraonally  la  ordar 
ta  establish  whether  or  not  it  waa  ta  be  included  la  tha  popalatlon  of  com- 
mercial  feed  yard*. 

a*  praTioualy  indicated  a  commercial  feed  lot  waa  defined  aa  on*  la 
which  aoaa  dagraa  of  cuatoa  or  contract  feeding  af  another  party1 ■  cattla  waa 
praatlcad  under  aoaa  prearranged  agreaaant.    Ihla  deflnltlan  necesaarily 
eliminated  aararal  large  cattle  faadlag  aatahl  1  ahaanta  that  rapartad  faadlag 
only  cattla  oanad  by  tha  oparation  itaalf .    It  alao  removed  from  th*  atudy  at 
laaat  ona  packar  that  ownad  and  oparatad  ita  am  cattla  faad  yard  bat  did  aa 
cuatoa  feeding  for  autaida  internet*. 

The  16  eligible  aaaawralal  cattle  faadlag  oparaUona  war*  interviewed  la 
tha  «arly  fall  af  1958.    Tha  major  portion  of  th*  information  obtained  waa 
concerned  with  tha  j**r  1957  with  a  substantial  aaount  alao  dating  back  to  th* 
yaar  operationa  began.    A  email  segment  waa  with  regard  to  th*  yaar  1956. 

Kin*  af  th*  16  feed  lata  were  located  la  tha  -astern  half  Of  th*  etate 
while  th*  rwaliilHg  eaven  ware  la  tha  eastern  half.    Tha  locationa  af  I 
ciai  cattla  faad  yard*  la  Keaaaa  arc  shown  la  Fig.  1. 


REVIEW  o?  uixfuiun 

rtrerious  lBT**tlg*tlona  of  the  economics  of  commercial  cattle  faadlag 
hat*  tha*  far  been  at  a  alalana.    Numerous  studies  have  been  made  relating  ta 
aattla  faadlag  aa  each,  however,  a  relatively  small  portion  of  tha  total  has 
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bad  to  do  with  tho  economic*  of  tha  enterprise  aa  th*  primary  objective.  In 
a  majority  of  the  cases  applied  production  research  has  bean  carried  on  vith 
the  eoonoBie  Implications  secondary.  In  Kanaaa  this  waa  the  first  such  in- 
vestigation undertaken.  Other  eooncade  studies  concerned  nith  cattle  feeding 
In  general  and  custom  feeding  in  part  are  to  be  found  in  a  comprehensive 
search  of  the  field*  Thia  review  will  cite  a  represent* tiro  sample  of  the 
whole,  with  the  intent  purpose  of  including  in  It  literature  applicable  to 
each  of  the  respective  objectives  of  this  study. 

The  literature  reviewed  waa  composed  of  two  major  categories! 

1.  Bxperiment  atation  research  in  the  fora  of  theses,  bulletins,  and 
publications. 

2,  Non-academic  research  in  the  fora  of  bulletins,  circulars,  publica- 
tions, and  newsletters. 

Included  in  the  experiment  station  research  are  six  theses  each  of  which 
applies  to  scats  phase  of  this  particular  study. 

In  19U9,  Allen  (3)  set  out  to  determine  the  accuracy  of  grading  under 
the  present  oattle  marketing  system  by  testing  buyers'  estimating  ability. 
Ha  concluded  that  there  was  a  definite  need  for  more  empirical  standards  for 
carcass  grades. 

In  19U8,  Van  Melr  (7)  analysed  the  year  to  year  level  of  feeder  oattle 
prices  and  tha  factors  that  influence  price.  As  part  of  his  analysis  ho 
determined  the  demand  function  for  buyers  and  sellers.  It  waa  his  concluaion 
that  the  future  expected  price  of  slaughter  oattle  influenced  the  price  of 
feeder  cattle  mora  than  did  the  number  of  oattle  on  feed  January  1.  Van  Heir 
further  related  the  fact  that  the  following  two  major  factors  influenced  most 
the  price  of  feeder  eattlet 


1.  Quantity  «id  price  of  feed. 

2.  The  conjecture  of  profit*. 

lb  1958,  Ahrena  (2)  analyied  the  profitability  of  various  systems  of 
beef  cattle  production  in  northeast  Kansas.     Ho  found  that  creep  fed  calves, 
full  ffed  steers  of  lighter  wights,  and  doforrod  fed  steers  had  in  the  past 
boon  the  most  profltablo  of  the  10  typos  of  systes*  he  studied. 

In  19li8,  Taylor  (6)  attempted  to  dstemine  the  most  profltablo  system  of 
beef  cattle  production  for  six  different  Kansas  areas.     His  findings  indi- 
cated that  for  each  respective  area,  seas  modified  type  of  deferred  feeding 
system  was  nost  profltablo. 

In  195b*  Keating  (U)  studied  the  effects  resulting  fTOB  various  concen- 
trate-roughage ratios  (bulkiness  or  concentration).     Ho  found  that  when 
using  high  quality  roughage  the  optlnum  oonoentrato-roughage  ratio  for  short 
periods  Is  5s  1,  whereas  for  long  periods  it  Is  3«1.     Ho  further  concluded 
that  on  a  high  concentrate-low  roughage  ration,  it  takes  ■ore  grain  and  loss 
hay  per  100  pounds  of  gain  than  if  the  ration  were  physically  balanced. 
Keatings  work  also  included  a  comparison  of  corn  and  silo  as  cattle  foods. 
Bo  found  that  although  a  sdlo  ration  is  nor*  palatable  and  results  in  a  larger 
quantity  consumed  uoupled  with  greater  daily  gains,  the  carcasses  resulting 
frost  alio  fed  cattle  bad  slightly  lower  quality  than  those  fed  corn. 

In  1959,  Norton  (5)  evaluated  the  various  types  of  livestock  marketing 
channels  used  by  Kansas  f amors  in  1956  as  eoapared  to  191*0.     He  found  that 
teradnal  market*  war*  th»  most  important  outlet  for  all  three  species  of 
livestock  with  local  auctions  ranking  second  in  importance.     He  also  discov- 
ered that  virtually  all  Kansas  livestock  1*  sold  either  by  the  live-weight 
method  or  by  the  head  with  but  a  very  little  being  sold  by  the  carcass  weight 


or  carcass  wight  and  grade  method.     Morton  further  reported  that  local  auc- 
tion* vara  tb*  Boat  important  source  of  faraer  purchaaaa  of  both  oattla  and 
hogs,     ila  waa  abla  to  oonclude  that  tanainal  markets  and  local  auction*  had 
an  increase  In  the  proportion  of  all  liveetock  received  with  all  other  market 
outlets  sustaining  a  loss  over  the  /ears  19i*Q  to  1956. 

In  1J27,  Hopkins  (30)  anal/Bad  th»  Iowa  oattla  feeding  enterprise  and 
the  factors  that  affect  its  profitability.     This  is  on*  of  the  oldest  stadia* 
on  the  economics  of  cattle  feeding.     The  general  conclusion*  withdrawn  from 
this  work  indicate  that  Ban/  faetora  influence  the  profitability  of  feeding 
oattla,  the  most  important  of  which  is  the  oattla-corn  ratio*    Other  con- 
tributing factors  determining  the  efficiency  of  fattening  oattla  arc  suck 
thing*  as: 

1.  tirade  of  the  feeders  (a  10  percent  greater  price  paid  for  feeder* 
resulted  in  ♦I.II4  greater  net  profit  par  head)* 

2.  Finish  of  oattla  at  slaughter  datei     (Higher  priced  "higher  grade" 
oattla  gained  mora  efficiently). 

3.  Quantity  of  feed  consumed  per  day. 
li.    Length  of  the  feeding  period. 

5.  31s*  of  the  hard  and  labor  utilization. 

6.  Price  margin. 

7.  Bat*  of  gain  per  day. 

S.  The  combination  of  the  above  factor*. 

Hopkins  found  alao  that  the  average  feeding  ratio  for  the  farms)  studied 
wa*  100  pound*  of  fat  oattla  to  15.06  bushels  of  corn.  Increasing  the  ratio 
to  Iilb  yielded  a  greater  net  profit  of  ^2.u0  per  head.  The  seasonal  peak  in 
1927  for  fat  oattla  prices  waa  found  to  b*  August  or  September,  with  a  trough 


In  February.  For  f eeder  uUli  the  peak  pricaa  war*  in  Ma/  while  the  lew 
pricaa  ware  la  November  or  Deeeaber.  Hopkins  concluded  that  a  feeder's 
aueeaaa  dapanda  upon  his  ability  to  anticipate  tha  fatura  ■ovewante  in  fat 
oat t la  prioea. 

In  1956,  Knight  (11)  atudiad  tha  inportance  of  baaf  eattla  production  in 
sera  thea stern  Kansas  aa  wall  aa  tha  roaouroaa  uaod  by  producer e.  His  budget 
analysis  presented  figures  on  all  eoata  and  returne  factors. 

hon-acadenic  research  agencies  have  sisdlarly  atudiad  tha  baaf  eattla 
feeding  situation.  Three  sawples  of  such  works  are  presented  in  this  review. 

In  1937s  Randall  (17)  datandnad  tha  developnsnt  and  laportanea  of  con- 
tract feeding  in  tha  livestock  industry  as  well  as  evaluating  the  requisites 
of  a  feeder  handling  stock  under  contract.  Although  contract  feeding  dates 
bask  srsn  earlier  than  1930  it  was  not  till  than  that  it  began  to  expand. 
ttandall  listed  tha  following  essential  oharaeteriatlos  of  a  feeder  under 
contract! 

1.  Tha  ability  to  feed  lives took,  experience,  judgement,  and  informa- 
tion utilisation. 

2.  Aaple  quantity  of  feed  on  hand. 

3.  Facilities  for  handling  livestock. 
km    Oood  credit  a  tending. 

5.  Upright  character  and  tha  ability  to  "stick  with  it.* 
It  was  concluded  that  a  third  party  or  supervising  agent  was  desirable 
to  serve  tha  following  functional 
1*  Mass  tha  contract. 

2*  Supervise  tha  feeding  and  handling  of  the  stock. 
3.  Market  the  stock  and  distribute  tha  returns. 


Ha  fait  that  contract  reading  agreements  do  have  a  role  In  the  livestock 
industry. 

In  1957*  Hopkins  (15)  related  the  development  and  importance  of  cattle 
feeding  in  California,  the  cost  structure  of  the  industry ,  and  also  the 
cattle  price  determinants.  His  general  eonelualona  were  that  greater  nuabera 
of  cattle  will  be  fed  in  larger  feedlota  in  a  more  competitive  industry  since 
the  economical  upper  limit  on  the  yard  also  has  not  yet  been  reached.  He 
classified  feedare  aai  Farm  feedere,  owner  feeders,  commercial  feeders,  and 
combined  owner-oommerclal  feeders.  Although  cattle  feeding  was  alow  to  get 
started  in  California,  farm  feeding  as  well  as  commercial  feeding  are  ga<"<"g 
in  importance  whereas  meat  packer  or  crop  processor  owned  yards  are  declining 
in  importance.  Hopkins  stressed  the  importance  of  marl  mi  sing  the  feed  yard 
capacity.  The  break  even  margin  is  determined  aa  an  inverse  relation  to 
price  paid  for  feeders  and  directly  with  the  price  of  feed.  A  knowledge  of 
price  seasonality  is  essential  to  successful  feeding  to  reduce  somewhat  the 
uncertainty.  Generally,  lighter  steers  are  less  risky  than  heavier  steers. 

In  1957,  Breiayer  (6)  conveyed  to  corn  belt  llvestockmen  the  trends  that 
are  taking  place  in  the  changing  beef  cattle  industry.  He  summarised  the 
trend  in  the  following  nine  polntsi 

1*  The  corn  belt  losing  its  dominance  but  a  rapid  increase  in  the 
over-all  volume  of  feeding  with  the  fastest  gains  in  the  West, 

2.  A  quicker  turnover  of  cattle  in  the  feed  lots  particularly  in  the 
Southwestern  States. 

3.  Here  specialised  feeding  methodsi  New  rations  and  additives. 
1«.  lew  large  scale  factory-like  organisation  in  some  areas* 

5*  Smoother  monthly  distribution  of  fed  cattle  marketings. 
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6.    Reduced  enphasla  on  the  prima  grade  and  mora  en  Moderate  finish  from. 

high  good  to  average  choica. 
7*    A  gradual  incraaaa  In  the  weights  to  ahleh  oattla  are  fad,  partly 

tha  raault  of  aalng  atilbestrol. 

8.  Kara  alartneaa  to  market  treada  by  feeders. 

9,  In  hla  concluding  remark,  breimyer  made  tha  following  etatementi 
"Cattle  feeding  will  eontlnaa  to  be  a  dynamic  ioduatry,  and  tha  man 
and  tha  rations  that  aan  foretee  trend*  and  keep  in  tha  vanguard  of 
tha  advances  will  fare  beat." 

Tola  reTiew  of  literature  haa  bean  only  a  email  eemple  of  tha  veet  infor- 
mation available  relevant  to  tha  aub Ject  cattle  feeding,  but  It  doaa  represent 
that  which  la  available.     It  relates  work  dona  in  each  of  tha  key  arena  with 
which  trie  stud/  waa  concerned. 

It  la  noteworthy  to  compare  Ereimyer'a  concluding  remark  to  the  baaie 
and  Justification  of  tha  present  study. 

ttTUIT  MD  THiMD  OF  COHKKhCIal.  CaTTU  raDIHG  IX  KANSAS 

lata  of  Upanaion 

Daring  1957  an  estimated  3*0,000  head  of  oattla  war*  fed  in  all  kansaa 
faad  lota.    Of  that  total  nuabar  of  head  fad,  li»7,8J»8  or  37.9  percent  war* 
reported  as  baring  been  finished  in  eommarelal  faad  lata.     Contrasting  similar 
flguraa  for  the  year  19l»6,  it  waa  found  that  only  21»,UX>  head  of  tha  estimated 
total  aeo^XX)  head  war*  fad  In  aoa—jralal  feed  lota  compriaing  but  5.2  paroant 
of  the  total.     The  lnoraaalngly  important  role  that  commercial  oattla  feeding 
haa  takan  in  Kansas  from  lyafi  to  1957  illustrates  a  tendency  toward  a  more 


intensive  form  of  fed  cattle  product  on  (Fig.  2). 

The  two  computed  regression  linea  plotted  In  Fig.  2  refaal  tha  upward 
trend  of  commercial  oattXa  faadlng  in  Kanaaa  from  19U&-57.  During  that  aaaa 
time  pariod  tha  total  nuabar  of  cattle  f inlahed  in  Kanaaa  displayed  a  down- 
nerd  tendency.  The  net  reault  waa  a  pronounced  percentage  insroaee  in  tha 
extent  of  commercial  cattle  feeding  aa  compared  to  tha  total  nuabar  fad  in 
each  year  during  tha  pariod  19U&-S7  aa  measured  agalnat  tha  preceding  year 
with  tha  exception  of  tha  change  froa  191*8  to  19ll9  (Table  5).  Tha  limita- 
tional  feature  of  thia  apparent  t-end  ia  tha  fact  that  tha  measure  of  tha 
nuabar  of  head  fad  in  no— arnial  feed  yards  considers  only  the  16  lota  in- 
cluded in  thia  study  therefore  only  those  in  existence  In  1957*  Thia  would 
iaply  that  no  other  ooaasrelal  feed  lota  ware  in  operation  prior  to  1957 
except  the  16.  an  active  csanevclal  feed  lot  that  want  out  of  buaineas  before 
thia  study  was  begun  would  modify  tha  picture  but  only  in  favor  of  aere  exten- 
sive commercial  feeding,  keeognlalng  thia  possibility  the  aaaa  ganaraliaa- 
tions  aay  be  justifiably  concluded  in  view  of  the  added  fact  that  certain 
prominent  long-time  established  feeders  point  out  that  there  ware  few,  if  any, 
feed  yards  practicing  custom  feeding  that  have  gone  out  of  buaineas  during 
tha  peat  10  yaara. 

Tha  downward  trend  of  total  cattle  feeding  in  tha  state  amy  logically 
be  attributed  to  the  drouth  years  of  1952-57.  On  the  national  level,  total 
beef  cattle  numbers,  were  increasing  during  thoae  earns  yaara.  After  having 
reached  a  cyclical  low  point  in  19U8  they  surged  to  a  new  high  of  acre  than 
62  Billion  on  January  1,  1956.  The  temporary  effect  of  the  localised  unfa* 
vorable  drouthy  conditions  that  enoompaased  moat  of  Kanaaa  ia  further  high- 
lighted by  the  fact  that  immediately  following  oliaatlo  relief  cattle  feeding 
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Fig.  2.     Number  of  cattle  fed  in  Kansas!     Total  number  fed  and 
those  fed  in  commercial  feed  lots,  including  trend 
lines,  19U8-57. 

in  Kansas  once  again  began  to  increase.     This  ia  apparent  in  the  9*2  percent 

increase  in  the  number  of  cattle  finished  in  the  state  in  1958  (preliminary 

estimate  of  li26,000  head)  as  compared  to  the  390,000  fed  in  1957* 

From  Fig.  2,  two  significant  redactions  in  the  total  number  of  cattle 

fed  may  be  observed,  these  being  from  1953  to  1951  and  from  1956  to  1957*    At 

the  same  time  the  volume  of  cattle  fed  in  commercial  yards  continued  to 

expand.    None  of  the  10  commercial  lots  existing  in  1953  cut  back  production 

the  following  year  but  instead  either  maintained  or  Increased  production  la 

195U.    In  fact,  two  new  such  firms  started  operations  in  195U.    Similarly, 

the  15  feed  lots  operating  in  1956  did  not  reduce  over-all  production  the 

following  year  but  rather  expanded  It  by  11  percent  in  1957.    Although  three 

of  the  15  did  contract  somewhat,  the  increased  feeding  in  the  remaining  12 

lots  as  well  as  the  addition  of  another  new  lot  in  1957  offset  the  suppressing 
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effect  of  the  three  and  resulted  In  the  continued  gradual  expansion  of  co 
oial  cattle  feeding* 

Aa  additional  point  of  significance  revealed  in  rig.  2  is  the  sharp 
increase  in  the  number  of  cattle  fad  in  commercial  feed  lots  in  1955  as  com- 
pared  to  195U.  The  1|6.6  percent  increase  in  that  year  over  195U  was  the  most 
striking  expansion  in  any  single  year  for  the  entire  10  year  period.  The 
implication  of  this  rise  and  the  accompanying,  but  to  a  lesser  degree,  rise 
in  the  total  number  of  cattle  fed  in  Kansas  rests  in  part  on  the  relationship 
of  the  relative  prices  of  feeders  and  fat  cattle.  Oenerally,  when  feeder 
cattle  prices  are  low  relative  to  fat  cattle  prices,  there  is  mare  incentive 
for  the  owner  of  the  cattle  to  temporarily  withhold  them  from  the  market  and 
to  feed  them  himself  anticipating  a  greater  profit  by  selling  them  later  aa 
finished  cattle.  Lacking  facilities  and  feeding  know-how  the  rancher  is 
prone  to  accept  the  services  of  a  commercial  cattle  feed  yard.  Approaching 
a  cyclical  peak  in  cattle  numbers  in  the  years  195>56  the  abundant  supply  of 
cattle  did  in  fact  depress  feeder  Battle  prices  and  widened  the  margin  between 
feeders  and  slaughter  cattle  as  compared  to  1950-51.  This  situation,  though 
not  sole  determining  to  be  sure,  may  account  in  part  for  the  increased  rate 
of  expansion  of  commercial  cattle  feeding  in  recent  years. 

In  1957  an  increase  in  the  number  of  cattle  fed  in  commercial  feed  lota 
of  501  percent  over  l?k8  clearly  illustrates  the  rapid  development  of  tola 
system  of  fed  cattle  production  in  Kansas.  Mot  only  have  existing  lota  ex- 
panded their  own  operations  in  •■nry  case  through  successive  years,  but  also 
new  yards  have  been  established  in  each  year,  except  1952,  during  the  10 
year  period  at  a  rate  of  from  one  to  three  new  lots  per  year  (Table  6). 


Table  6.     Nunber  of  ecsmrcial  cattle  feed  lots  in  Kansas:     Tear  established 
«nd  looational  development ,  19U&-57. 

Number  of      t Tear  

co—rci.i  i  gg  mr  aw  we  Bl!  aw » gg  t  an .  aw .  m 

feed  lota      I  I  I  I  I  t  I I  I  t 

T«U1  In 

operation  3US881012  13  1516 

tatabiiahed 
daring 
year  011302  2  1  2  1 

Operating  la 
Eastern  half 
of  atata  3         l»         *         6         ©         7  7  7  7  7 

Operating  in 
Waatarn  half 
of  atata  001223  5  6  •  • 


Sectional  Growth  Differences 

In  addition  to  the  rapid  rata  of  expansion  oi  ■Trial  cattle  feeding 
growth  ia  characterised  by  another  feature  that  undoubtedly  has  future  iapli- 
catioos.    Aa  exhibited  in  Table  5  the  taatern  half  of  the  atata  dominated 
both  the  extant  and  the  development  of  oa—aiolal  cattle  feeding  from  191*8-52. 
Beginning  in  1953*  however,  the  lantern  area  ceased  to  attract  prospectiTe 
commercial  feed  yard  operators  while  the  Western  half  of  the  atata  apparently 
displayed  a  new  appeal  in  via*  of  the  fact  that  seven  new  feed  lota  vara 
established  in  that  area  during  the  fire  year  period  1S53-57. 

The  taatarn  half  of  the  atata  baa  maintained  its  dominance  ia  the  volume 
of  cattle  fad  in  on— iroial  feed  yards  but  its  position  la  rapidly  declining 
in  relative  importance  la  light  of  the  rata  of  expansion  of  enaton  feeding  ia 
waatarn  Kansas  (Fig.  3).    Uaaraaa  ia  19l|8  the  three  existing  faad  lots,  all 


Thousand  bead 
1501 


191*8    19li9    1950    1951    1952    19b    195k    1955    1956    1957 
Year 

Fig.  3«  Number  of  cattle  fed  in  commercial  feed  lots  in 
Kansass  Comparison  between  Western  and  Eastern 
area  development,  191*8-57. 

la  eaataro  lamas,  aceountad  for  100  percant  of  tha  rtataa'  ccaaasrcial  food- 
lag,  la  1957  tha  aaron  Minting  fead  lota  la  tha  Xaatara  half  of  too  atata 
eoapriaad  56.6  pareant  of  tha  cattla  nuabers  finiahed  la  eoaaaroial  food 
Tarda  la  tha  atata.    Tha  aoat  atrlklag  dacllaa  oeonrrod  In  1956  and  1957.    la 
both  of  thaaa  yaara  tha  aaron  Eastern  araa  food  lota  actually  fad  fawar  cattla 
aa  aoaparad  to  tha  procading  roar,  whlla  at  tha  aaaa  tlaa  tha  Waatara  araa 
food  lota  diaplarod  marked  laoroaaaa  la  tha  nuabar  of  cattla  fad  aa  compared 
to  tha  praoodlag  raar  (labia  7). 

Tha  — M— I  growth  trand  of  coanareial  oattla  foodlag  ahlftlag  obrl- 
ooaly  froa  tha  Baatarn  to  tha  Waatara  araa  of  tha  atata  la  a  10  yoar  tlaa 
aaaa  aaat  ba  raeogalaad  If  any  fatora  laplieatloaa  ara  to  bo  drawn. 

Irrigation  doralopaant  la  tha  atata  haa  parallallad  or— arclal  oattla 
foodlag  axpanaion  la  raeaat  yeara.    Tha  aoat  atrlklag  growth  haa  la  both 
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been  in  the  Western  araaa  of  the  state.  Concurrent  expansion  la  not 
coincidental  but  rather  la  apparently  aaaoolatad.  It  la  quite  logical  to 
conclude  that  increased  cattle  feeding  would  follow  more  extensive  land  irri- 
gation since  cattle  feeding  la  dependent  upon  a  readily  available  and  stable 
feed  grain  and  roughage  supply.  In  an  area  previously  charscterlied  by  abun- 
dant wheat  production  with  uncertainty  the  rule  rather  than  the  exception, 
livestock  feeding  displayed  no  particular  advantage.  As  unexploited  water 
supplies  ware  put  to  use,  however,  western  Kansas  became  more  nearly  a  sure- 
crop  area  lending  itself  wall  to  new  crops  and  especially  to  the  production 
of  grain  eorghums. 

An  uncompleted  study  of  water  probleaa  In  Kansas,  underway  at  the  present 
time,  clearly  shows  that  Irrigation  In  the  state  has  experienced  rapid  expan- 
sion during  the  past  eight  years  and  relatively  more  ao  In  western  than  la 
eastern  Kansas.  The  Irrigation  study  la  segmented  such  that  specific  araaa 
of  the  state  are  analysed  independently. 

The  Cimarron  area  analysis  segment  of  the  study  has  been  completed  and 
la  in  published  font  (lit).  Bxtraaaly  rapid  expansion  of  irrigation  has  been 
exhibited  there.  The  development  may  be  attributed  tot  (a)  Prolonged  drouth, 
(b)  availability  of  ground  water,  and  (a)  availability  of  natural  gaa  for  una 
aa  a  pumping  system  fuel.  The  most  significant  growth  of  irrigation  in  the 
Cimarron  area  waa  experienced  In  the  period  January  1,  1955  to  July  1,  1957* 
During  that  period  the  acreage  included  in  new  applications  to  appropriate 
Irrigation  water  surpassed  the  total  acreage  of  all  previous  rights  and  appli- 
cations made  prior  to  January  1,  1955.  The  development  of  Irrigation  in  the 
Cimarron  area  la  compiled  in  Table  8.  In  that  southwest  area  of  Kansas  the 
principal  crop  irrigated  la  grain  sorghum,  comprising  59.3  percent  of  the 


labia  8.    Ifcvalopment  of  irrigation  In  tha  Ci»arron  area  of  aouthnaatam 
toaaa.  1950-57.1 __ 


laar  acreage  repreeented  >     Acre*      i  Irrigated  Acreage . 

i In  irrigation  water  i Irrigated  iFaroant  ineraaaa  over  iParoant  incraaaa 

i           rlghta* i !  pracadlni  yaar         t      ovar  1950 

35,290  —                                — 

U.310  17.1                            17.1 

1,7,81,0  15.8                           35.6 

58,210  21.7                           65.0 

92,U5o  58.7                         162.0 

159,81*  72.9                          352.9 

222,320  39.1                           530.0 

251,610  13.2                           613.0 


1950 

57,306 

1951 

60,350 

1952 

66,773 

1953 

86,053 

195U 

118,209 

1955 

211,,  808 

1956 

275,192 

1957 

305,163 

Source,     State  Water  Plan  Studlee,  Part  A,  Preliminary  Appraisal  of  Kanaaa 
Water  Problem*.  Sootlon  2,  Cimarron  Unit,  Kanaaa  Water  Resources  Board, 
September,  1958. 
2Vested  righte,  appropriation  rights,  and  application*  to  appropriate.    Baeed 

on  records  from  Division  of  Water  Resources,  State  Board  of  Agriculture. 

total  irrigated  acreage  in  tha  araa. 

A  similar  situation  may  be  observed  to  exist  in  tha  Platte  Valla/  in 
Nebraska  and  also  the  irrigated  araa  of  northern  Colorado. 

If  commercial  cattle  feeding  is  associated  with  irrigation  development 
aa  it  logically  appears  to  be  aa  indicated  by  the  synonymous  rate  and  location 
of  growth,  than  the  future  of  tha  Industry  in  Kanaaa  looks  bright  indeed, 
particularly  in  the  irrigated  feed  grain  producing  areas.     The  relationship 
of  the  two  any  not  be  highly  correlated,  but  it  la  obvioua  that  the  effect 
of  lnortarrf  irrigation  stimulating  increased  grain  sorghum  production  creates 
a  most  favorable  atmosphere  for  further  development  of  commercial  cattle 
feeding.    A  ready  supply  of  feeder  cattle  baa  always  existed  in  Kanaaa.    Com- 
bined with  a  ready  outlet  for  fat  cattle  and  aa  available  supply  of  feed 
grains  tha  expansion  in  commercial  cattle  feeding  experienced  thus  far  can  be 
expected  to  continue  in  the  future. 


OWMQtSHIP  STATUS 
Ownership  of  the  Food  Let  and  Equipment 

The  16  feeding  establishments  considered  In  this  study  ware  represented 
by  three  basic  types  of  owneranip.     The  single  owner,  partnership,  and  cor- 
poration units  each  possess  distinct  advantages  and  disadvantages  worth/  of 
a  brief  discussion  in  this  section.     Foot  of  the  16  feed  yards  were  single 
owner  units,  firs  war*  partnerships,  and  ssvan  were  incorporated  firms. 

The  Individual  Proprietorship.    At  tha  close  of  1957  tha  four  single 
owner  eatablishmente  in  tha  state  had  been  in  operation  an  average  of  5.5 
years.    Tha  year  each  of  tha  faad  lota  began  varied  from  191*9  to  1956.     Two 
were  in  tha  Weetern  half  of  tha  state  and  two  in  tha  Eastern.    Although  com- 
prising only  11.8  percent  of  tha  total  mother  of  cattle  fad  in  ooswarclal  lota 
in  1957,  tha  four  proprietorships  under  consideration  were  regarded  aa  rela- 
tively lsamture  but  showing  exceptional  promise  for  potential  development  on 
three  In  particular.     On  only  one  of  the  four  lota  waa  any  of  tha  faad  used 
hone  grownj  tha  other  three  purchasing  all  of  tha  needed  faad  supply.     One  of 
these  other  three  utilised  the  services  of  a  local  cooperative  feed  mill 
thereby  eliminating  an  investment  in  or  owneranip  of  extensive  faad  processing 
facilities  for  the  time  being.    Tha  remaining  three  possessed  ownership  of 
faad  processing  equipment  which  enabled  thorn  to  perform  all  of  their  own  faad 
milling  and  mixing. 

An  individual  proprietorship  la  characterised  by  one  individual  owning 
and  managing,  assuming  all  tha  risks  of  and  deriving  all  the  proflta  from,  aa 
enterprise.     The  merit  in  oomplete  decision  making  freedom  and  sole  profit 
poeeession  must  be  measured  against  tha  disadvantages  of  restricted  credit 
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extension  and  the  unlimited  liability  legality  that  typifies  a  single 
type  of  business  organisation. 

The  Partnership.  In  December,  1957  the  five  partnership  type  commercial 
feed  lots  in  the  state  had  been  in  operation  an  average  of  7.ii  years.  The 
year  eaeh  of  the  feed  yards  began  varied  from  19li0  to  1955.  Four  were  in  the 
Western  half  of  the  state  and  one  see  in  the  Eastern.  The  five  partnerships 
under  consideration  fed  36.6  percent,  as  a  group,  of  the  total  number  of 
oattle  fed  In  commercial  feed  lots  in  1957.  On  three  of  the  five  lots  a 
portion  of  the  feed  used  was  hone  grown  the  other  two  purchasing  all  of  their 
needed  feed  supply.  One  of  the  latter  two  utilised  the  services  of  a  local 
cooperative  feed  mill,  here  again,  alleviating  an  investment  in  or  ownership 
of  extensive  feed  processing  facilities.  Of  the  four  that  owned  feed  proc- 
essing equipment  three  perf armed  all  of  the  necessary  feed  Billing  and  nixing, 
the  remaining  one  owned  equipment  such  that  about  half  of  the  processing  wae 
done  at  the  feed  lot.  Four  of  the  five  partnerships  were  two  member  agree- 
ments while  the  other  consisted  of  three  partners.  Generally  all  partners 
■ere  bl- laterally  active  with  regard  to  decision  making  and  manage™ nt  func- 
tions although  in  most  cases  one  master  was  primarily  a  financial  counter-part 
of  the  enterprise. 

A  partnership  is  characterised  by  a  contractual  arrangement  between  two 
or  more  individuals,  eaeh  assuming  full  personal  liability  for  the  debts  of 
the  Joint  enterprise.  The  arrangement  may  be  either  written  or  verbal  but  is 
less  subject  to  discrepancies  and  misunderstandings  if  it  Is  formally  drawn 
up.  Usually  capital  is  more  readily  available  in  a  partnership  than  Is  the 
ease  for  a  proprietorship,  however,  the  paramount  disadvantage  rests  in  the 
unlimited  personal  liability  for  the  dsbts  of  the  joint  enterprise  assumed  by 


the  Beaters  of  the  partnership.    Certain  exceptions  allow  Halted  liability 
to  the  extant  of  the  amount  invested  la  the  business. 

The  Corporation.     The  seven  remaining  feed  lots  vers  incorporated  and  In 
1957  they  had  bean  In  operation  an  average  of  11.3  years.     The  year  each  of 
the  feed  yards  began  varied  frcn  1912  to  1957.     Two  vara  in  the  Western  half 
of  the  state  and  five  In  the  Eastern.     Comprising  51.0  percent  of  the  total 
number  of  cattle  fsd  in  coraerclal  feed  lots  In  1957  the  seven  corporations 
all  owned  their  own  feed  processing  facilities  and  in  each  cans  perf omed  all 
the  necessary  faad  Billing  and  mixing.    Three  of  the  seven  yards  raised  sons 
portion  of  the  faad  supply  necessitating  ownership  of  certain  farming  equlp- 
nent.    With  the  exception  of  two  extremely  large  corporations  of  itoich  oonser- 
cial  cattle  feeding  la  a  divergent  interest  apart  from  the  Bain  function  of 
the  business,  the  number  of  stockholders  par  unit  reported  ranged  from  two  to 
four. 

Corporation  lawo  In  Kansas  and  In  particular  those  applying  to  corpora- 
tion farming  in  the  state,  do  not  prohibit  the  cattle  feeding  enterprise  from 
corporation  organisation.     This  faot  was  verified  by  consulting  the  191*9, 
'General  Statutes  of  Kansas"  and  supplements  thereto,  where  it  waa  learned 
in  Article  17,  Section  202  A,  thatj 

...  no  domestic  corporation  shall  ba  organised  and  no  foreign 
corporation  shall  ba  given  permission  to  do  business  In  this  state 
for  the  purpose  of  engaging  In  the  agricultural  or  horticultural 
business  of  producing,  planting,  raising,  harvesting  or  gathering 
wheat,  corn,  barley,  oats,  rye,  or  potatoes,  or  the  milking  of  cows 
for  dairy  purpoeeat  ... 

A  literal  interpretation  would  bo  that  corporation  cattle  feeding  is 

excluded  from  provisions  of  this  statute.     Since  certain  speciilc  enterprises 

are  named  It  may  ba  assumed,  In  the  absence  of  other  evidence,  that  If  oattls 


{••ding  me  intended  for  inclusion  It  would  also  have  ceen  aumd.     iue  above 
paesage  ma  preceded  in  tha  etatute  book  by  the  lava  governing  tba  eatab- 
liehment  of  a  corporation  In  which  la  revealed  tba  number  of  lneorporatara 
necessary  to  f on  a  corporation.     Thro*  or  acre  are  needed  to  sign  tba  obarter 
Of  a  newly  organised  corporation,  however,  one  of  tba  aaabers  may  own  all  of 
the  stook  If  tnie  aituation  is  ao  desired.     It  any  be  that  the  statute  re- 
strioting  corporation  faming  in  the  state  was  initially  instigated  with  tba 
intent  purpose  of  including  all  agricultural  businesses  but  for  passage 
purposes  qualified  the  original  generalisation  by  specifying  only  certain 
types  of  agricultural  enterprises.     Nevertheless,  coouaarcial  cattle  feeding 
Is  not  now  restricted  fron  future  expansion  by  prohibitive  corporation  laws* 
There  are  nuaeroua  kinds  of  corporations  but  In  general  one  is  charac- 
terised as  a  body  of  persons  chartered  by  law  to  carry  on  a  business  enter- 
prise.     Its  major  advantages  are  that  Its  aaabers  are  not  held  in  united  ted 
personal  liability  but  stand  only  to  lose  their  investment  in  the  firm,  and 
further  that  capital  is  store  readily  available  to  a  proven  corporation.     Tha 
role  of  the  corporation  in  commercial  cattle  feeding  is  an  important  one  and 
one  that  can  Influence  greatly  the  extent  and  rate  of  developsant  of  tha 
industry. 

Ownership  of  tha  Cattle  Fad 

The  earlier  discussion  regarding  the  extant  and  trend  of  commercial 
cattle  feeding  in  tba  state  did  not  consider  tha  ownership  status  of  the 
cattle  being  fed  in  commercial  lota  and  therefore  did  not  depict  the  propor- 
tions that  were  actually  fad  on  a  contract  basis.     It  would  be  expected  that 
net  all  of  tha  cattle  finished  in  commercial  feed  yards  would  be  fad  on  a 


contract  basis  but  that  sons  would  be  owned  by  the  food  lot  oumr  or  operator 
himself .  This  was  in  fact  too  situation  on  all  of  the  16  feed  lota  studied, 
the  degree  of  self -owner ship  varying  considerably  among  then.  The  trend  and 
rate  of  expansion  of  commercial  cattle  feeding  considering  only  the  custom  fed 
cattle  is  not  altered  greatly  from  the  same  Implications  drawn  by  including 
as  well  the  proportion  of  self-owned  oattle  fed  in  commercial  yards.  la 
general,  there  has  been  a  alight  increase  in  the  degree  of  contract  feeding 
as  compared  to  the  extent  of  self -owned  feeding  in  the  16  lota  with  certain 
Individual  exceptions.  Although  no  specific  estimates  of  the  proportions  of 
oattle  owned  by  various  types  of  individuals  wore  obtained  for  years  prior  to 
1957  it  can  be  oonoluded  from  the  interview  conversations  in  general  that  as 
a  whole  the  relative  amount  of  self-ownership  feeding  has  declined  slightly 
ainoe  19U8.  Percentage  estimates  of  the  various  types  of  ownership  of  the 
settle  fad  in  commercial  yards  during  an  average  recent  year  were  reported  by 
oaoh  of  the  16  lota  from  which  was  calculated  the  number  and  over-all  percent- 
age of  the  different  types  of  ownership  (Tab la  9).  The  percentages  reported 
were  most  accurately  applied  to  1957  cattle  numbers  reported  since  In  moat 
oases  the  estimates  were  withdrawn  from  that  particular  average  recent  year* 
For  purposes  of  comparison  it  waa  felt  that  the  estimated  percentages  could 
alao  be  applied  to  the  cattle  numbers  reported  fed  in  1955  end  1956  making  an 
adjustment  in  one  feed  lot's  1955  percentage  breakdown  ainoe  it  waa  than  a 
significantly  different  situation  than  in  1957.  Differences  on  other  feed 
lots  were  not  extreme  over  the  three-year  period  and  where  they  did  exist 
they  were  generally  offset  by  an  opposite  change  on  another  lot. 

Over  half  (61.8  percent)  of  the  cattle  finished  in  commercial  feed  yards 
in  1957  were  fad  on  a  contract  basis,  the  remaining  36.2  percent  belonging  to 


Table  9.  Type  of  ownership  of  citUi  fad  In  oossisrclal  cattle  food  lots  in 
fcSnMl  !9S5-57. 


Percentage  of  cattle  fed  owned  by; 
St  i  Rancher  i  Packer1  i  Livesto 


Tear  i  Feed  lot  i  Kane her  i  Packer-1  •  Livestock  i  Other  i      Total 

l  dealer1  I      I 
J I L 


t  operator  i  farmer1  - 

1955  39.1      32.0      675      1879  3.5       100.0 

1956  38.U      26.6      9.1      23.9  2.0        100.0 

1957  38.2      20.5      U.1      28.7  1*5        100.0 
average  38.5 26a 9^0 2U.1  2.3 100.0 

Ved  on  contract  bails, 

the  feed  lot  owner  or  operator.  This  being  the  case,  it  is  apparent  that  the 

16  feed  lots  vera  in  business  primarily  to  do  coaaaroial  feeding  in  the  strict 

sense  of  the  word. 

In  Table  9  a  definite  pattern  oan  be  seen  under  each  category  of  owner- 
ship during  the  period  1955-57.  Packers  and  livestock  dealers  displayed  an 
upward  trend  while  feed  lot  owners  or  operators,  ranohera  or  farasrs,  and 
others  including  businessmen,  etc.,  declined  in  importance.  £aoh  of  the  fire 
types  of  ownership  will  be  discussed  in  the  remainder  of  this  section. 

Feed  Lot  Owner  or  Operator.  From  1955-1957  the  feed  lot  owners'  and 
operators'  share  of  the  total  nuwber  of  cattle  fed  in  co— eroial  lots  declined 
slightly  from  39.1  percent  to  38.2  peroant  with  an  average  for  the  three  year 
period  of  38.5  percent.  They  accounted  for  the  largest  single  proportion  of 
any  of  the  five  categories  of  cattls  ownership.  Self-owned  cattle  provide 
the  important  dual  function  of  increasing  profits  as  a  speculative  venture 
and  also  of  maximising  food  yard  space  and  facilities.  This  portion  of  the 
total  number  of  cattle  fed  in  commercial  lots  will  probably  always  be  a  sig- 
nificant part  of  the  Industry  and  further  declines  will  be  gradual.  fear  to 
year  fluctuations  generally  vary  according  to  the  availability  of  cattle  to 
be  custom  fed  and  to  the  prospective  future  aarkat  conditions  reflecting  an 


opportunity  for  increased  profit*.  Whereas  bom  food  lota  proclaimed  a  shift 
away  froa  eoatoa  feeding  and  toward  aore  self-ownership  feeding,  other  lota 
of  equal  stature  Indicated  a  desire  to  expand  the  oonmeroial  aspect  of  the 
enterprise. 

Kanchcr  or  Farmer.  A  aore  noticeable  decline  In  the  proportion  of  the 
total  number  of  oattla  finished  In  commercial  lots  owned  by  ranchers  and 
farmers  occurred  froa  1955  to  1957,  the  percentage  dropping  froa  32.0  percent 
to  20.5  percent,  with  an  average  far  the  three  year  period  of  26.1  percent. 
Cattle  owned  by  this  group  are  usually  placed  In  a  yard  for  further  feeding 
because  it  is  expected  that  they  will  nalot  acre  profit  than  if  sold  at  the 
time  aa  feeders.  Low  feeder  oattle  prices  In  relation  to  fat  cattle  pricea 
and  even  more  so  the  anticipated  future  slaughter  cattle  prices  tend  to  moti- 
vate more  frequent  use  of  a  ooamerclal  feed  yard  by  ranohera  and  farmers. 
Tear  to  year  fluctuations  are  therefor*  apt  to  be  quit*  variable.  Ordinarily 
lacking  facilities  and  of tan  times  feeding  know-how  this  group  la  prone  to 
place  cattle  Into  a  commercial  yard  If  a  desire  for  further  finishing  doea 
exist. 

Packer.  An  increase  of  6.5  percent  to  11.1  pereent  waa  revealed  froa 
1955  to  1957  in  the  packers  share  of  the  total  cattle  fed  in  oonosrcial  feed 
lota  with  an  average  for  the  three  year  period  of  nine  percent.  Although 
accounting  for  only  the  second  smallest  proportion  of  the  five  eategoriea  of 
cattle  ownership,  packers  could  exert  a  algnlf leant  Influence  on  the  future 
development  of  commercial  cattle  feeding,  not  In  the  extent  to  which  it  will 
progreas  neceaaarlly,  but  rather  the  f  era,  dependency,  and  Internal  structure 
that  the  industry  takes  on.  This  la  discussed  In  the  sections  dealing  with 
types  of  contractual  agreements  and  implications  of  current  trends  In 
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commercial  feeding.  Contrary  to  aoM  feeder  beliefs,  the  percentage  of  packer 
fed  cattle  has  been  on  the  Increase  In  recant  Tears.  This  study  was  unable 
to  uncover  the  complete  picture  Inasmuch  aa  packer  owned  feed  yards  vera  not 
Included.  Tear  to  year  fluctuations  In  the  proportion  of  packer  fed  cattle 
vary  according  to  the  currant  feeder  cattle  prices  and  the  anticipated  slaugh- 
ter cattle  supply.  The  main  reasons  why  packers  feed  or  have  cattle  fed  are 
similar  to  the  profit  maximliing  motive  that  stimulates  others  to  feed.  la 
addition  to  the  speculative  desire  packers  are  able  to  Insure  a  supply  of  the 
right  kind  of  cattle  throughout  the  year  by  their  own  or  contracted  feeding 
ventures.  The  resulting  stabilising  affect  la  important  in  deriving  full 
plant  and  labor  utilisation  in  the  packing  industry.  It  la  apparent,  there- 
fore, that  the  packing  industry  can  benefit  from  the  commercial  cattle  feeding 
industry  and  the  opposite  also  ia  true.  Packer  owned  cattle  fed  in  commercial 
food  yards  have  played  a  significant  but  thus  far  minor  role  in  the  extent  of 
custom  cattle  feeding  in  Kansas. 

Livestock  Dealer.  From  1955  to  1957  the  livestock  dealer' a  ahare  of  the 
total  number  of  cattle  fed  in  commercial  lots  increased  from  18.9  percent  to 
28.7  peroent  with  an  average  for  the  three  year  period  of  2lul  percent.  Thia 
group  was  the  second  major  contributor  to  commercial  feed  lots  in  1957.  Deal- 
ers Include  commission  men,  traders,  speculators,  auction  operators,  and 
others  engaged  primarily  in  the  buying  and  selling  of  livestock.  As  profit 
venturers, their  motives  far  contracting  cattle  to  be  fed  are  in  line  with  the 
other  types  of  cattle  owners  but  in  addition  they  may  find  the  services  of  a 
commercial  feed  lot  convenient  in  holding  over  a  drove  of  stale  cattle  or  la 
short,  feeding  a  load  of  grassers.  The  livestock  dealer's  role  will  likely 
continue  to  be  of  importance  in  commercial  cattle  feeding  especially  since 


the  groups  widespread  contact*  aad  knowledge  of  sources  of  feeder  cattle 
ef feetively  act  as  an  intermediary  solicitor  of  business. 

Other  Types  of  Cattle  Owners.  Accounting  for  the  —sliest  proportion  of 
cattle  fad  la  commercial  feed  lots  this  group's  share  declined  from  3.5  per- 
cent to  1.5  percent  froa  1955  to  1957  with  an  sverage  for  the  three  year 
period  of  2.3  percent.  This  category  includes  such  cattle  owners  aa  local 
businessmen,  and  research  agencies  (chemical,  draft  »nd  pharmaceutical  compa- 
nies, ate).  The  percentages  indicated  here  were  primarily  attributed  to  drag 
companies  experiment  projects  which  removed  the  profit  motive  In  settle  feeding 
per  aa  aa  the  reason  cattle  ware  placed  in  the  lota.  The  proportion  la 
insignificant  and  probably  will  always  be  quite  snail  la  relation  to  the  whole. 

AftatfSIS  OP  P£U)£h  CATTLE  FROCDH£t£NT  MLTHODS 

General  Comments 

Kansas  has  traditionally  been  strategically  located  relative  to  the 
supply  of  feeder  cattle  aa  Indicated  by  the  superior  position  held  by  the 
Kansas  City  terminal  livestock  market  In  the  number  of  atoekera  and  feedere 
handled  over  the  years  aa  far  back  aa  1925  In  coapariaoa  with  the  other  nine 
major  markets  (13).  Stocksr  aad  feeder  cattle  movement*  froa  the  Western  ead 
Southwestern  ranges  Into  the  Oreat  Plains  grasslands  have  typically  prsced- 
ented  the  structure  ef  the  basic  cattle  production  cycle.  The  Flint  Hills' 
bloastea  and  the  Plalna'  buff ale  grasses  have  aada  Kansas  aa  attractive  site 
for  preconditioning  cattle  for  feed  lot  finishing.  Enhanced  with  a  more 
favorable  supply  of  feed  grains  the  state  la  becoming  more  and  more  adapted 
to  cattle  feeding  by  combining  these  two  existing  situations  rather  then  to 


ship  the  two  resources  to  other  sections  of  the  country  to  be  fabricated. 

Realizing  the  advantage,  commercial  cattle  feeders  stepped  into  the  scene 
with  a  resultant  early  consideration  of  the  various  means  of  feeder  cattle 
procurement.  Before  considering  general  comments  related  to  self-owned  and 
contracted  cattle  procurement  methods  a  brief  review  of  the  transportation 
media  used  in  cattle  hauling  will  be  presented. 

A  majority  of  the  cattle  shipments,  both  to  and  from  commercial  feed 
yards  were  made  by  truck  in  1957  (Table  ID).  A  number  of  the  16  feed  lots 
indicated  that  a  considerably  different  situation  would  have  prevailed  but  a 
few  years  before,  in  favor  of  railroads.  Four  of  the  16  lots  received  all 
of  the  cattle  by  truck  and,  as  well,  four  shipped  out  all  cattle  by  truck. 
No  feed  lot  existed  that  at  least  some  portion  of  the  hauling  was  done  by 
truck  whereas  three  lots  performed  100  percent  of  their  hauling  by  truck.  On 
particular  lots  where  railroad  facilities  were  convenient  the  bulk  of  the 
hauling  was  done  by  rail.  In- transit  rates  for  cattle  to  be  fed  are  an  advan- 
tage to  distant  shippers  especially  if  the  feed  yard  is  located  near  a  rail- 
road. At  least  one  lot  owned  its  own  truck  line  enabling  readily  accessible 
transportation  when  needed.  A  number  of  other  lots  had  one  or  two  trucks 
facilitating  a  portion  of  their  own  hauling.  Several  others  depended  on  the 
services  of  local  trucking  agencies  for  all  of  their  trucking  needs.  It  is 
apparent  that  trucks,  in  general,  have  superceded  railroads  in  the  extent  of 
cattle  hauling  and  it  is  unlikely  that  the  situation  will  reverse  itself  in 
the  future. 

Self-owned  Cattle.  For  the  three  year  period  1955-57  an  average  of  38«5 
percent  of  the  total  number  of  cattle  fed  in  commercial  feed  lots  were  self- 
owned,  (i.e.,  the  property  of  the  feed  lot  owner  or  operator).  It  was  not  a 


labia  10. 

Transportation  methods  used  la  Motiving  and  shipping  out  cattle 
to  and  from  commercial  food  lota  la  Kaneaa.  1?57. 
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gonoral  practice  for  food  lot  owners  to  purchase  thalr  oon  eattla  from  tha 
same  producers  aach  year,    la  foot  It  was  frowned  on  by  aavaral  as  being  an 
andoairabia  policy  inasmuch  aa  too  Infernal  or— 11  taont  that  usually  daralopa 
radaoaa  the  objectivity  of  too  bargaining  procaaa  each  year.    Walla  tha  oanor 
of  tha  feeders  sometimes  plaoa  an  ungrounded  value  on  reserving  the  eattla, 
tha  buyer  la  leas  free  to  bargain  aggressively  if  snob  a  relationship  exists. 
There  were  aavaral  Instances,  however,  la  which  reputation  ownara  were  ro- 
patranlaed  bat  relatively  infrequently.    All  except  two  of  tha  16  purchased 
100  percent  of  the  foadara  they  fiaiahad  for  thaaaalvoa.    Tha  remaining  two 
purchased  scat  of  theirs  also  but  had  a  cowherd  froa  anion  a  small  portion 
of  their  own  foadara  were  raised  froa  calf-hood. 

Influencing  tha  number  of  aalf -owned  cattle  fad  each  year  are  amah 
things  esi    Cost  of  feeders  compared  to  the  cost  of  fat  eattla,  cost  of  food, 
operating  margin,  number  of  head  earlier  (rased,  amount  of  money  available, 
and  tha  number  of  eattla  placed  la  the  lot  by  o  there.    Conjee  tare  of  profit 
aaa  the  most  frequently  reported  motive  influencing  the  extant  of  self-owned 
feeding.    Of  equal  Importance  to  some  was  the  nocoeaity  sad  value  of  attempt- 
ing to  maintain  a  relatively  conatant  operating  level  which  necessitataa 
supplementing  the  degree  of  custom  feeding  with  a  balanoo  of  aalf  waned  feed- 
ing.   Two  feeders  made  particular  mentlfti  ef  tha  fact  that  they  were  more 
stimulated  to  feed  whan  the  price  ef  feed  aaa  high  than  when  there  was  aa 


abundance  of  cheap  feed.  Half  of  the  16  feeders  interviewed  reported  that 
they  attaaptad  to  forecast  future  cattle  prices,  each  ooncluding  that  hia 
attempts  of  the  paat  vara  suooesaful  noat  of  the  tin*.  Tha  eight  that  did 
not  utilise  their  forecasting  abilities  in  determining  how  many  self -owned 
cattle  to  feed  either  depended  on  the  general  opinions  of  others  or  war* 
influenced  by  existing  conditions. 

Certain  personal  pref erencee  were  indicated  regarding  sex,  weight,  grade, 
and  bread  of  cattle  fad.  Five  of  tha  16  preferred  to  feed  steers,  while  six 
preferred  heifers.  The  regaining  five  expressed  no  preference,  four  of  tha 
five  preferring  eteers  were  In  tha  Eastern  half  of  the  state  and  reasoned  that 
•teara  could  be  fad  cheaper  par  pound  of  gain,  were  aore  readily  available, 
sold  higher,  and  in  particular  war*  free  from  tha  possibility  of  being  brad 
aa  heifers  often  are.  All  of  the  six  preferring  heifers  war*  located  in  tha 
Western  half  of  tha  state  and  reasoned  that  heifers  gained  quicker  turning 
over  faster  in  tha  feed  lot,  required  less  investment,  ware  not  apt  to  be 
brad  if  bought  light  enough,  and  finished  at  a  aore  desirable  weight  *""t<"g 
a  lighter  carcass  that  waa  preferred  by  waatora  Kansas  packer  buyers.  In 
addition,  heifers  oould  generally  be  bought  significantly  below  eteers  and 
sold  at  a  relatively  alight  disoount.  Tha  paramount  reason  naif era  war* 
popular  in  the  Weetern  half  of  the  state  waa  because  paoker  buyers  operating 
in  that  area  preferred  them.  It  was  noted  that  when  half era  ware  placed  In  a 
feed  lot  they  ware  usually  given  a  sufficient  doae  of  stilbestrol  to  abort 
any  possible  pregnancy. 

An  average  weight  range  of  froa  550-6U7  pounds  waa  reported  aa  being 
preferred  by  the  eight  feedere  indicating  a  weight  range  for  heifers.  Eight 
preferences  revealed  for  feeder  steers  going  into  the  feed  lot  ranged  from 


771  to  8U3  pounds.  Those  mho  desired  lighter  weights  did  so  because  of  the 
better  feed  efficiency,  and  more  popular  finished  weight.  Feeders  preferring 
heavier  weights  concluded  that  they  had  fewer  disease  and  feeding  problems, 
faster  rate  of  gain,  and  shorter  necessary  feed  period. 

Seven  of  the  16  feeders  preferred  to  handle  medium  to  good  grade  feeder 
cattle,  whereas  eight  desired  to  feed  cattle  grading  from  good  to  choice. 
Only  one  owner  preferred  feeding  cattle  in  the  common  to  medium  grade  range. 
Herefords,  Angus,  Shorthorns,  and  crossbreds  all  received  one  or  two  first 
place  votes  from  among  the  16  feeders  but  for  the  most  part  no  preference  was 
indicated.  Most  important  wae  the  value  placed  on  beef  character  with  no 
evidence  of  dalryness. 

Contracted  Cattle.  Of  the  total  number  of  cattle  fed  in  commercial  feed 
lots  during  the  three  year  period  1955-57  an  average  of  61.5  percent  were  fed 
on  a  custom  basis.  In  1957,  73.9  percent  of  all  contract  fed  cattle  were 
placed  in  commercial  feed  yards  by  "old  customers."  It  is  apparent  from  this 
that  contracting  cattle  to  be  fed  has  been  accepted  by  those  satisfied  cus- 
tomers who  have  tried  it.  Feed  lot  owners  or  operators  purchased  9.1  percent 
of  the  total  number  of  contract  fed  cattle  in  1957  for  their  customers.  Slov- 
en of  the  16  lots  provided  this  service  to  their  customers. 

Factors  influencing  the  number  of  custom  fed  cattle  placed  in  commercial 
feed  yards  each  year  are  much  the  same  as  the  reasons  presented  by  feed  lot 
owners  in  determining  the  extent  of  their  self-owned  fsedlng.  Such  things 
M|  price  of  feeders  relative  to  the  price  of  fat  cattle,  future  expected 
price  of  slaughter  cattle,  ooet  of  feed,  anticipated  profit  margin,  lack  of 
home  feeding  facilities,  and  the  extent  of  cattle  bought  too  high  in  dealers 
hands  all  Influence  the  number  of  cattle  to  be  custom  fed.  In  addition,  one 


yard  feeding  for  a  local  feed  Bill  and  grain  elevator  ovnar  la  af facta*  by 
tha  amount  of  salvage  feed  available  at  the  owners  mill.  A  down  market  re- 
sulting in  trapped  cattle  would  stinalate  apaeulatora  ao  trapped  to  utilise 
commercial  feed  yard  services,  baaioally,  however,  tha  proft  motive  uuder- 
llea  all  others.  Whan  oondltlona  preaant  a  favorable  conjecture  of  profita 
or  a  possible  means  of  miniaiiing  losses,  than  greater  numbers  of  feeders 
will  move  into  commercial  lota. 

For  tha  most  part,  no  aggressive  effort  was  aada  to  solicit  new  business 
from  within  tha  ocaaMrdal  cattle  feeding  industry  in  Kansas.     Various  pro- 
motional madia  that  were  used  to  a  limited  extant  included  personal  contacts, 
newspapers,  magasinea,  leaflets,  radio,  and  by  word  of  mouth.     Personal  con- 
tacts war*  tha  moat  universally  used  method  of  advertising  tha  existence  of 
respective  commercial  faad  lota,  followed  by  tha  assumed  but  effective  spread 
by  word  of  mouth.     Only  two  faad  yards  utilised  newspaper  ada,  two  frequented 
radio  opportunities,  and  just  three    made  public  their  feeding  facilities 
through  magazine  ada.     It  will  be  acted  that  the  three  firms  advertising  in 
trade  magasinas  and  otherwise  expressing  a  promotional  effort  together  cos*, 
prised  1»8  percent  of  tha  total  number  of  cattle  fad  in  commercial  feed  lota 
in  1957.    That  same  year,  however,  those  same  three  lota  accounted  for  62.7 
percent  of  tha  number  of  cattle  fad  en  a  contract  basis.     It  ia  readily  ob- 
served that  these  aggressive  lots  received  more  than  their  proportional  share 
of  the  custom  fad  cattle.    Be  it  advertising  or  not  la  indeterminate.     Never- 
theless tha  relationship  dees  exist.     Once  adequate  facilities  are  eatabliahed, 
they  arc  mere  apt  to  be  fully  utilised  only  through  effective  and  extensive 
promoting. 

Tha  reasons  why  farmers  and  ranchers  do  not  feed  at  home  are  varied. 


Inadequate  facilities,  labor  shortage*,  and  a  lack  of  experience  and  feeding 
know-bow  In  starting  and  finishing  dry  lot  cattle  are  several  of  the  main 
contributors  to  contracting  rather  than  has*  feeding,    lbs  relatively  small 
nuaber  of  cattle  fed  by  any  cos  farmer  or  rancher  usually  doss  not  warrant 
a  heavy  investment  in  equipment.    It  Is  generally  wall  recognized  that  a 
commercial  yard  is  mors  properly  equipped  to  do  the  job  cheaper  and  sore 
conveniently. 

Marketing  Channels  Used  In  Purchasing  Feeder  Cattle. 

In  1957  livestock  auctions  were  the  priaary  sources  of  self-owned  feeder 
cattle  purchases  followed  by  personal  at-the-ranch  contacts,  terminal  markets, 
order  buyers,  and  local  dealers  In  that  order  (Table  11).    Particularly  In 
th»  i.eaUm  half  of  the  stats  were  auctions  oost  popular  with  77*2  percent 
of  the  feeders  purchased  by  this  method  being  la  that  area.    Of  the  total 
self-owned  feeder  cattle  bought  by  the  16  lots,  almost  half,  or  U5.S  percent, 
war*  purchased  at  auction.    lbs  second  most  popular  nsthod  of  procurement  was 
by  personal  tt-the-rench  purchases  ahioh  accounted  for  29*5  percent  of  the 
total  nuaber  of  self-owned  feeders  bought.    Lastem  area  food  let  owners  con- 
prised  the  bulk  of  this  systsa  of  buying  In  that  7U>7  percent  of  all  feeders 
bought  through  personal  purchases  went  to  feed  lots  in  ths  Eastern  half  of 
the  sta+a.    Terminal  markets  accounted  for  11.7  percent  of  ths  total  nuaber 
of  self-owned  feeders  purchased  by  ths  16  coansrclal  lot  owners  and  again 
were  sot*  popular  In  the  Eastern  than  In  the  Western  half  of  ths  state.    Feed 
yards  In  eastern  Kansas  received  B2 .1  percent  of  ths  sslf-owned  feeder  cattle 
bought  through  terminal  livestock  markets.    Order  buyers  were  utilized  for 
7*9  percent  of  the  self-owned  feeder  cattle  purchases  of  which  80.2  percent 


Table  11.    Method  of  buying  self-owned  feeder  cattle  by  commercial  cattle 
f— dors  In  Kaneae.  1957. 
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war*  for  eastern  area  feed  lot  owners.     The  least  important  method  of  self- 
owned  feeder  cattle  procurements  was  through  local  dealers  which  accounted 
for  only  5.1»  percent  of  the  aggregate  about  equally  distributed  In  the  Last- 
em  and  Western  sections  of  the  state.     Actually,  only  three  feeders  bought 
cattle  from  local  dealers. 

The  total  number  of  feeder  cattle  purchased  by  commercial  feed  lot 
owners  for  self-owned  feeding  purposes  was  about  equally  divided  between  the 
nine  western  and  seven  eastern  area  feed  lota  in  1957.    Auction  purchases  of 
feeder  cattle  by  the  nine  Western  area  feed  lot  owners  alone  accounted  for 
35.1  percent  of  the  total  la  1957*    It  is  apparent  that  the  extensive  use  of 
auctions  by  western  Kansas  feed  lot  owners  more  than  offsets  the  various 
other  means  of  feeder  cattle  procurement  more  commonly  frequented  by  eastern 
Kansas  feed  lot  owners  with  the  net  overall  result  that  auctions  dominate  as 
sources  of  feeder  cattle  purchases. 

State  of  Origin  of  Feeder  Cattle 

In  the  heart  of  the  cattle  grasing  country  and  neighbor  to  the  vast 
range  lands  of  the  West  and  Southwest,  Kansas  has  not  been  troubled  with  an 
unreadily  available  supply  of  feeder  cattle.     Although  local  drouth    condi- 
tions from  time  to  time  cause  a  temporary  shifting  In  the  abundance  of 


feeders,  a  relatively  strong  supply  is  usually  not  tee  far  removed  from 
Kansas  feed  Iota.     Local  condition*  over  the  country  amy  canoe  f luotuatione 
1b  the  relative  iaportanoe  various  states  any  express  at  any  given  tine, 
bat  in  tea  long  run  to*  greatest  number  of  feeders  have  in  tea  paat  been 
provided  by  particular  basic  arena.     Kansas  pastures  themselves  have  fur- 
nished a  considerable  matter  of  cattle  randy  for  feed  lot  finishing. 

The  determination  of  state  of  origin  of  feeders  placed  In  Kansas  eoa> 
merclal  feed  yards  was  limited  to  tee  final  transaction,  or  from  the  site  of 
purehaao  imediatoly  preceding  movement  Into  tee  feed  lot.    This  does  not 
exclude  tee  possibility  of  feeders  actually  originating  In  Texas,  for  exam- 
ple, purchased  by  a  livestook  dealer  at  auction  there,  selling  then  through 
tee  Cerlahoaa)  City  terminal  to  a  speculator  who  In  torn  Bay  sell  thee  to  a 
Kansas  order  buyer  after  which  they  are  finally  delivered  to  the  feed  lot* 
In  tela  case,  Texaa  would  not  have  been  reported  aa  tee  state  of  origin  bet 
instead  Oklahoma  or  poaaibly  even  Kansas  would  have  acclaimed  tea  origin  of 
the  feeders.    Although  altuationa  such  aa  this  undoubtedly  would  change  tee 
picture  somewhat,  it  la  not  fait  that  any  drastic  difference  In  the  percent- 
ages obtained  from  various  states  would  prevail. 

Dividing  tee  types  of  feeders  purchased  into  thoae  self-owned  and  those 
custom  fad,  approximately  half  of  tee  cattle  fed  in  coasMurcial  feed  lota 
originated  In  Kansas  for  bote  cases.  The  beaio  differences  between  the  two 
types  of  feeders  represented  by  ownership  were  that  self-owned  cattle  origi- 
nated ever  a  wider  area  coming  fromaere  different  atetea,  and  teat  Texaa  and 
Oklahoma  were  represented  by  a  algaifioantly  a— Her  proportion  furnished  of 
self-owned  feeders  aa  compared  to  euatom  fed  cattle.  For  both  types  in  1956 
and  1957,  Oklahoma  waa  tee  second  and  Texaa  the  third  most  important  state 


contributing  feeder  cattle  to  comstrclal  feed  lots  la  Kansas  (Table  12). 


Tab]*  12.     .state  of  origin  of  self-owned  and  euatosi  fed  feeder  cattle  placed 
in  eta— roial  feed  lota  in  Kanaaa.  lil>o-i>7. 
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FtKDIMO  AND  0PU4T10IUX  PKACTICiS 
Description  and  £valuation  of  Contrasts  and  Types  of  Agreements 

A  diTsrsif lsd  variety  of  f eeding  arrangements  ware  found  to  exist.     The 
contracts  differed  to  see*  degree  among  each  of  the  16  feed  lots  bat  did  tend 
to  exhibit  certain  characteristics  froai  which  a  number  of  generalisatione 
oould  be  aade. 

Basically,  there  were  t««  main  typos  of  contractual  agree— atot     (a)  lard- 
age  oharge  ranging  from  firs  to  10  cents  per  head  par  day  pins  f ssd  h»««n«H 
and  processing  price  mark-up,  or  (b)  charge  per  pound  of  gain  from  entry  Into 
the  yard  until  departure.     The  first  of  these  bad  more  aosnoa  usage  la  1957 
than  did  the  latter.     Ons  other  plan,  although  used  by  only  one  of  the  lb 
fasd  yards,  is  worthy  of  brief  mention)  namely,  a  straight  tonnage  feed  price 


nark-up.     The  rat*  of  mark-up  was  not  determined  bat  undoubtedly  it  was 

flexible. 

Too  yardaga  charge  plus  food  price  nark-up  type  being  the  most  popular 
was  utilized  by  13  of  the  16  food  lot*.     It,  too,  Has  capable  of  flexibility 
within  itaolf .     This  was  possible  by  varying  yardaga  charge  rates  as  veil  as 
through  s  processing  and  handling  charge  mark-up  on  feed  where  feed  process- 
ing facilities  were  an  Intricate  part  of  the  enterprise  as  was  the  case  on 
lit  of  the  16  feed  lots. 

lardage  charge  rates  'varied  from  file  to  10  eents  per  head  per  day  in 
the  state.     Of  the  seven  feed  lots  in  the  Eastern  half  of  the  state,  six 
utilised  the  yardage  charge  plus  feed  cost  system.     Four  of  the  six  lots 
charged  yardage  rates  ranging  from  seven  to  10  cents  per  head  per  day,  the 
other  two  charging  from  fire  to  10  cents  per  haad  per  day  depending  upon  the 
the  individual  fed  for. 

Of  the  nine  feed  lots  in  the  Western  half  of  the  state,  seven  utilised 
the  yardage  charge  plus  feed  cost  system,    all  seven  reported  yardage  charge 
rates  of  five  cents  per  head  per  day. 

Based  only  upon  yardage  charge  rates  the  owner  of  oattle  does  not  here 
sufficient  evidenoe  to  osrit  a  conclusive  ooaparleon  of  his  expected  oosts 
between  various  feed  yards.    Disregarding  the  ability,  reputation  and  loca- 
tion of  the  feed  yard  as  well  as  other  important  factors,  it  remains  neces- 
sary  to  Investigate  the  other  flexible  portion  of  this  type  contract,  namely 
feed  oosts,  in  order  for  bin  to  obtain  a  representative  picture  of  his  ex- 
pected daily  oosts. 

Processing  and  handling  charges  added  to  the  feed  costs  undoubtedly 
account  for  a  significant  portion  of  the  profits  on  sens  lots.    Eleven  of 


the  13  feed  lots  utilising  the  yardage  charge  plus  feed  cost  type  of  sfliee 
stent  had  available  their  own  feed  processing  equipment  each  doing  100  percent 
of  the  necessary  feed  milling  and  mixing.    The  remaining  two  utilised  the 
services  of  a  local  cooperative  feed  Fiill  thereto/  realising  sons  savings  in 
the  form  of  co-op  dividends. 

Of  those  revealing  specific  price  mark-ups  on  feed,  typical  rates  sere 
found  to  bej  10  to  20  cents  per  hundredweight  00  grain,  32.00  per  ton  on 
protein,  and  one  feed  lot  reported  "2.50  par  ton  on  hay. 

The  foregoing  discussion  of  the  yardage  charge  plus  feed  cost  type  of 
basic  contractual  agreement  indicates  its  flexible  nature  as  well  as  its 
current  popularity  on  Eannaa  feed  lots.     It  is  estimated  that  approximately 
90  percent  of  all  contract  fed  cattle  in  the  state  ware  finished  under  some 
modified  form  of  this  type  agreement  in  1957. 

The  second  major  basic  type  of  arrangement  is  a  aost  per  pound  of  gain 
from  entry  into  the  yard  until  departure.    The  bulk  of  the  remaining  10  per- 
cent of  Kansas  contract  fed  cattle  were  fed  on  this  basis.    The  plan  was 
found  to  be  especially  popular  with  soma  packers  who  had  cattle  fed  commer- 
cially. 

Six  of  the  16  feed  lots  reported  the  feeding  of  soma  cattle  under  this 
system.     Only  one  of  the  six,  however,  used  this  type  of  contract  exclusively, 
the  remaining  five  offered  the  yardage  charge  plus  feed  cost  as  well*    Cer- 
tain packers  demanded  the  cost  per  pound  of  gain  arrangemnt  whioh  accounted 
for  most  of  its  frequency  of  occurrence,  limited  as  it  was.    Under  this  msthod 
it  is  particularly  important  to  have  a  predetermined  understanding  regarding 
the  time  and  manner  of  weighing  in  and  out  of  the  yard.    Generally,  the  cat- 
le  are  weighed  in  at  the  feed  yard  as  they  are  unloaded  and  weighed  out  at 


early  morning  with  an  added  few  percent  pencil  shrink. 

The  BsrgLn  of  profit  being  figured  into  the  feed  prleee  nekes  it  lapera- 
tlve  under  thl«  system  for  the  feed  lot  operator  to  exercise  particular  care 
in  feeding.  Since  his  profit  is  directly  determined  and  proportional  to  the 
efficiency  of  gain,  he  is  confronted  with  an  Incentive  to  produce  efficiently. 
This  basic  difference  from  the  first  type  of  contract  is  not  without  merit 
•Ten  far  the  feed  lot  operator  since  it  displays  not  only  an  equitable  ar- 
rangement for  both  sides  but  also  a  great  potential  selling  point  in  proaetlng 
the  yard. 

During  the  fall  of  195°  cattle  fed  on  a  charge  per  pound  of  gain  basis 
indicated  these  typical  feed  yard  ohargesi  Steers  -  23  to  25  cents  per  pound 
of  gain,  heifers  -  22  oents  psr  pound  cf  gain.  These  rates  do  not  necessar- 
ily apply  to  all  ages,  weights,  and  grades  of  cattle.  It  is  assumed  that 
specific  rates  applied  to  a  given  lot  of  cattle  would  depend  on  these  factors 
since  cost  per  pound  of  gain  does  -vary  according  to  age,  weight,  and  degree 
of  finish.  Therefore,  23  to  25  cents  per  pound  of  gain  far  steers  nay  apply 
only  to  yearlings  weighing  800  -  1,100  pounds  and  fed  up  to  the  average  choice 
grade.  These  sans  rates  would  not  be  appropriate  for  taking  the  sane  cattle 
to  the  prime  grade,  weighing  1,350  pounds. 

In  most  instances  cattle  fed  on  this  basis  were  placed  into  the  lot 
under  a  written  contract,  whereas  those  fed  for  farmers,  ranchers,  and  live- 
stock dealers  on  a  yardage  charge  plus  feed  cost  basis  did  not  make  use  of 
a  written  agreement.  Fifteen  of  the  16  feed  lots  had  no  written  contract 
except  for  packer  fed  cattle  which  were  on  a  charge  per  pound  of  gain  basis. 
In  certain  other  eases  sow  feeders  maintained  written  contracts  for  parties 
unknown  to  them. 


a7 


Ob  each  of  the  Is  faed  lota  death  loaaaa  war*  absorbed  by  the  owner  of 
the  cattle.  In  aoaa  eaeea  the  yardage  charge  to  date  of  death  waa  oanoalled 
or  where  the  feed  lot  operator  vaa  directly  responsible  he  «*y  have  verbally 
agreed  to  etaod  part  or  all  of  the  loss. 

The  general  exeeptloa  to  the  owner  of  the  cattle  standing  the  death  loea 
waa  In  the  eaee  of  oattle  fad  for  eone  paekere.  Under  the  paekere  written 
eontraot  the  feed  lot  operator  and  the  packer  divided  evenly  the  coat  of  th* 
feed,  medicine,  end  original  value  of  the  dead  animal. 

Very  few  of  the  feed  let  owner*  provided  insurance  on  the  oattla  being 
fed.  Only  fear  of  the  16  carried  any  formal  oattla  Insurance  at  all,  two  of 
whleh  were  Barely  on  their  eetf-ownad  cattle,  and  one  of  the  other  two  only 
on  cattle  under  cover.  The  reaal  ni  ng  one,  whleh  wae  one  of  the  two  large 
corporation  owned  lota,  provided  fire  and  extended  coverage  to  all  af  the 
cattle  fed.  In  addition,  the  other  large  corporation  owned  feed  yard  waa 
organised  such  that  a  claims  department  could  wake  necessary  settlements. 
Haven  feed  lots  therefore  carried  no  insurance  either  on  their  own  cattle 
or  on  custom  fed  oattle.  In  any  event,  the  contracted  cattle  owner*  could, 
of  eoarse,  Insure  their  own  oattla  at  their  own  expense,  the  extant  of  whleh 
waa  not  ascertained.  It  probably  amounted  to  a  small  portion  of  the  total, 


Listed  are  three  typical  eoF"»alal  oattle  feeding  arrangewante  found 
to  exist  In  the  fall  of  19$ot 

1*  Me  written  contract  (anleea  en  a  gain  easie).  Cattle  over  590 

pounds  charged  eight  oeats  per  head  per  day  plaa  feed  coata. 

Cattle  under  550  pounds  charged  seven  cents  per  bead  per  day 

plaa  feed  costs. 


H 

2*    Ho  written  contract  with  local  farmers.     Charge  la  fire  carte 
per  head  per  day  plus  feed  costs  (also  dividend  from  local 
cooperative  feed  mill).     Packer  cattle  are  on  a  cost  per  pound 
of  gain  basis  with  heifers  at  22  cents  and  steers  at  2>2li  cents 
per  pound  of  gain.    A  morning  weigh  out  with  four  percent  pencil 
shrink  is  used. 

3.     No  written  contract.     Charge  is  five  cents  per  head  per  day 
yardage  plus  feed  cost  and  nark-up  (grain  equals  20  cents  par 
hundredweight  rolled  and  fed,  protein  equals  $2.00  per  ton,  hay 
equals  $2.50  per  ton). 

one  of  Lot  and  Capacity  Utilisation 

Utilising  an  average  of  about  60  acres  per  lot  for  pens  and  buildings 
the  16  feed  yards  ranged  in  slse  from  five  to  21*0  acres.  Ten  had  at  least 
20  acres  In  pens  and  buildings  while  four  had  over  100  acres. 

Feed  yard  capacity  was  defined  as  the  number  of  cattle  that  can  be  fed 
at  any  one  time.     Depending  on  the  sise  and  weight  of  cattle,  the  capacities 
reported  would  therefore  vary  eoiawhat  from  tine  to  tine.     It  is  assumed, 
however,  that  the  variety  of  oattle  bandied  on  any  given  lot  would  represent 
a  typical  array  Including  portions  of  various  sisee  of  cattle.    Rate  of  turn* 
over  per  year  is  therefore  the  total  number  of  cattle  fed  per  year,  divided 
by  the  feed  lot  capacity.     In  1957,  the  rate  of  turnover  for  the  16  commer- 
cial lota  combined,  averaged  1.8  times. 

Ranging  from  600  to  15,000  head  of  total  feed  yard  capacity  the  16  lots 
averaged  approximately  5,200  head.     Sight  feed  lots  had  a  total  capacity  of 
lees  than  5,000  head,  three  between  5,000  and  10,000  head,  and  five  could 


feed  more  than  10,000  head  of  cattle  at  any  one  tine. 

Combining  the  acreage  devoted  to  pens  and  buildings  with  the  average 
total  feed  yard  capacity  it  was  found  that  roughly  88  head  of  cattle,  on  the 
average,  could  occupy  each  acre  of  commercial  feed  lot  space  if  all  16  yards 
were  operating  at  capacity.  It  would  be  reasonable  to  assuns  that  from  70 
to  110  head  per  acre  of  pens  and  buildings  could  be  used  as  an  estimator  in 
determining  the  number  of  acres  needed  to  establish  a  given  scale  of  opera- 
tion. The  number  would,  of  course,  depend  on  the  size  of  cattle  to  be  fed* 
Application  of  this  generalisation  may  be  used  in  estimating  the  cost  of 
starting  a  commercial  feed  lot  as  it  is  used  In  a  forthcoming  section  of  this 
thesis  dealing  with  that  subject. 

Regarding  the  number  and  cattle  holding  capacity  of  the  pens  it  was 
found  that  covered  pens  existed  on  four  of  the  16  feed  lots.  Where  covered 
pens  did  ooeur  they  were  not  regarded  to  be  as  desirable  as  open  pens  and 
they  were  not  used  as  extensively  as  the  outdoor  pens  on  the  same  lot.  The 
four  mentioned,  however,  had  an  average  of  38  covered  pens  per  lot,  each  with 
a  mean  cattle  holding  capacity  of  about  U2  head.  The  average  number  of  out- 
side pens  for  the  16  lots  was  approximately  30  pens  per  feed  yard  with  a  range 
of  from  six  to  70  pons  per  yard.  The  calculated  mean  cattle  holding  capacity 
per  outside  pen  was  around  156  head.  The  foregoing  relationships  are  com- 
piled in  Table  13. 

The  level  of  capacity  at  which  the  16  feed  lots  operated  varied  from 
1»6.2  percent  in  the  sinaer  to  82.2  percent  in  the  fall  (Fig.  It).  It  would 
be  expected  that  in  the  summer  months  of  June,  July,  and  August  the  tradi- 
tional cattle  production  technique  of  wltholding  stackers  and  feeders  from 
the  dry  lot  so  as  to  fully  utilise  all  available  pastures  would  reduce  the 


Table  13.  Si»e  of  lot,  maker  of  pens,  and  cattle  holding  capacity  of  commer- 
cial  feed  yards  in  Kansas.  1958. 

He*sure-i Acreage  i  Feed  yardi Capacity!  Outalde  pens  t   Undercover  pena 

ment    i for  penat  cattle   iper  acrei  Ho.  t Capacity  t  (where  existing) 

land    t  holding  l       t  per  iper  pen  i  No.  per i  Capacity 

ibuildingi  capacity  I       i  feed  i        i  feed  yardi  per  pen 

t i i i  yard  i i i 

fa^reTJ fhe~U (head)  OSad)  (JEST 

A— rage 
number       59.5         5,206         87.5         29.9      155.6  38  Ul.5 


extent  of  commercial  feeding.    One  of  the  econonic  goal*  of  the  efficient 
feed  lota,  however,  la  to  maximise  feed  yard  capacity  throughout  the  year* 
The  complacent  attitude  of  aoa*  feed  lot  operators  with  regard  to  operating 
at  capacity  during  this  slack  period  could  beneficially  be  replaced  with  a 
mere  aggressive  desire  and  effort  to  fill  their  lots  with  cattle  that  could 
be  finished  and  ready  for  market  before  the  seasonal  fat  cattle  prices  drop 
off.    A  more  uniform  supply  of  slaughter  cattle  over  the  year  would  eventu- 
ally result  in  more  stable  seasonal  prices  thereby  taking  some  of  the  risk 
out  of  cattle  feeding.     It  is  anticipated  that  commercial  cattle  feeding  will 
contribute  toward  accomplishing  this  goal. 

Only  two  of  the  lots  reported  having  operated  at  full  capacity  during 
each  of  the  fall,  winter,  and  spring  seasons  in  1957.    Two  others  operated 
at  100  percent  capacity  only  in  the  fall  an  d  winter.     In  all,  five  of  the 
16  lots  fully  utilised  their  facilities  only  during  the  fall  season.     One 
feed  yard  utilized  only  one-tenth  of  its  potential  capacity  in  the  summer 
and  utilised  a  mere  25  percent  of  its  investment  in  feed  yard  and  equipment 
the  remainder  of  the  year.     Undoubtedly  this  least  efficient  commercial  feed 
lot  in  the  state  stems  from  the  fact  that  it  is  also  the  least  aggressive. 
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Level  of  operation  in  commercial  cattle  feed 
lots  in  Kansas,  by  seasons,  1957 » 


Fig.  k. 

Half  of  the  16  feeders  interviewed  did  net  belleis  they  hid  yet  reached 
an  optlraei  or  aaxiraa  alae  operation*    The  other  eight  concluded  that  expan- 
•ica  possibilities  en  their  particular  lota  had  already  been  fully  exploited. 
Tso  of  the  latter  groups  ware  Halted  by  land  restrictions  elnoa  they  were 
altuated  on  the  immediate  edge  of  elaoabXa  to— a.    These  who  lndloated  a  da- 
•Ire  end  capability  for  further  eapansion  quoted  arbitrary  feed  let  capacity 
figures  ranging  from  3*000  to  16.000  heed  depending  en  their  surrounding  coo- 
dittoes  and  personal  fanclsa.    A  maximum  or  opticus  alae  fsed  1st  sen  be 
aeoertalned  only  through  a  detailed  seonoaies  of  seals  atudy.    Such  a  atudy 
wi  not  a  part  of  this  thesis. 

Factors  that  limit    the  alae  of  particular  feeding  operations  are  sash 
thing*  aa|  finances,  eoapotent  labor,  qialifled  aanagsaant,  roughage  supply* 
grain  supply,  cattle  supply,  number  of  oustomers,  and  ambition.    All  wars 
reported  by  eoi 
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Crop  Production 


Seven  of  the  16  lots  integrated  a  farming  operation  with  the  feeding 
enterprise  such  that  U.6  percent  of  the  grain,  Sli.8  percent  of  the  silage, 
and  18.8  percent  of  the  hay  fed  in  1957,  on  the  average,  for  the  seven  lota 
concerned  was  raised  on  their  own  or  leased  crop  land.     Five  of  the  seven 
provided  a  portion  of  their  own  grain  supply,  all  seven  raised  some  silage, 
and  six  of  the  seven  cropped  some  land  for  a  portion  of  the  hay  fed.     Total 
cropped  acres  ranged  from  liOO  to  2,000  acres  per  lot  with  a  mean  acreage  of 
1,111  for  each  of  the  seven  crop  integrated  feed  yards. 

Measured  for  the  states  commercial  cattle  feeding  industry  as  a  whole 
the  16  feed  lots  were  provided  with  3.1  percent  of  the  grain,  37.3  percent 
of  the  silage,  and  12.8  percent  of  the  hay  fed  in  1557  from  home  grown  sup- 
plies.   The  16  feed  lots  possessed  an  average  of  1*86  acres  of  self-owned  or 
leased  crop  land.     Actually,  however,  nine  of  the  yards  purchased  all  of 
their  own  needed  feed  supplies.     One  of  the  major  advantages  of  a  crop  inte- 
grated feed  lot  is  dealt  with  in  a  subsequent  section  devoted  to  the  manure 
disposal  problem. 

Feed  Handling  Facilities  and  Techniques  Used 

One  of  the  most  important  single  functions  of  a  commercial  cattle  feed 
yard  is  the  procurement,  processing,  mixing,  and  feeding  of  grains  and  rough- 
age.   A  feed  yard  filled  with  cattle  is  confronted  with  the  absolute  necessity 
of  providing  sufficient  feed  stuffs  in  the  proper  proportions  so  as  to  enable 
maximum  feed  efficiency  and  rate  of  gain.     To  accomplish  this  purpose  the 
yard  must  either  possess  adeqiate  feed  storage  and  processing  facilities,  or 
it  must  have  pre-arranged  access  to  a  guaranteed  supply  of  feed.     In  addition 
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to  noeessary  physical  equipment  It  is  also  imperative  that  the  feed  lot 
operator  have  a  keen  knowledge  of  nutrition  and  cattle  feeding  techniques, 
a  matter  discussed  somewhat  in  the  next  two  sections. 

With  regard  to  physical  feed  handling  facilities  it  may  be  generally 
concluded  that  most  commercial  feed  yards  depend  primarily  on  their  own  feed 
processing  plant  and  equipment.  Thirteen  of  the  16  lots  performed  all  of 
their  necessary  feed  milling  and  mixing,  and  had  ample  feed  storage  space  to 
enable  bulk  purchases  for  assured  future  needs.  One  of  the  other  three  km 
able  to  grind  and  adz  about  half  but  could  store  about  a  two  months  supply 
of  bulk  grain.  The  remaining  two  did  none  of  their  own  feed  milling  but 
rather  utilised  the  services  of  a  local  cooperative  feed  mill  which  enabled 
them  to  realise  some  co-op  dividends*  These  two,  however,  did  their  own 
mixing  either  in  automatic  wagons  or  with  a  tractor  scoop. 

Half  of  the  lots  used  mixing  wagons  or  trucks  while  the  other  eight 
mixed  the  feed  ingredients  at  their  own  mill.  Where  mixing  vehicles  were 
used  they  were  either  of  the  type  that  enabled  mixing  in  transit  to  the  pens 
or  that  mixed  the  feed  as  it  was  discharged  into  the  bunks.  In  almost  all 
eases  feed  additives,  where  used,  were  included  in  the  protein  by  a  commer- 
cial feed  company. 

Various  site  feed  mills  ranged  in  capacity  from  200  to  1,000  bushels 
per  hour.  Five  of  the  13  yards  possessing  feed  processing  facilities  either 
had  a  financial  interest  in  or  operated  also  as  the  local  feed  mill  with  one 
being  a  relatively  large  grain  elevator  as  well.  Including  the  three  million 
bushel  grain  elevators  storage  capacity,  the  other  lots'  bulk  grain  storage 
space  ranged  from  9,000  bushels  to  290,000  bushels  with  10  of  the  lots  capa- 
ble of  storing  over  20,000  bushels  of  bulk  grain. 


Sack  feed  storage  facilities  were  available  on  all  of  the  lots  but  little 
used  on  most  of  the*.  Actual  capacities  varied  fro*  30  to  USD  tons.  The 
greater  efficiency  derived  front  bulk  grain  handling  and  purchasing  has  led 
most  feeders  to  avoid  sack  feed,  wherever  possible* 

Bulk  purchasing  is  particularly  an  advantage  where  no  other  special  feed 
procurement  facilities  are  utilised.  Western  Kansas  feed  lots  obtained  a 
considerable  portion  of  their  grain  supply  from  locally  produced  milo  sources. 
Host  eastern  Kansas  feeders  shipped  in  either  corn  from  the  North  or  milo  from 
the  West  depending  on  the  relative  prices  of  the  two  feed  grains,  Future 
booking  with  grain  agencies  and  future  contracting  with  grain  growers  was 
generally  practiced.  The  least  aggressive  of  the  16  feed  lots  merely  made 
grain  purchases  as  needed  at  the  going  current  market  price.  With  storage 
space  available  most  other  feeders  realised  the  value  of  making  harvest  sea- 
son purchases.  Silage,  where  used,  was  usually  obtained  solely  from  immedi- 
ate local  sources,  whereas  hay  was  either  locally  produced  or  shipped  in 
depending  on  the  climatic  conditions  from  year  to  year.  Hone  of  the  16  lots 
were  tied  in  contractually  with  any  commercial  feed  companies,  although 
opportunities  to  do  so  were  expressed.  Uncommitted  to  any  particular  feed 
company,  most  of  the  lots  purchased  various  selected  brands  more  than  others 
for  protein  requirements,  depending  on  relative  prices  end  personal  prefer- 
ences. Several  feed  lot  owners  were,  however,  agents  for  particular  commer- 
cial feed  companies  and  as  such  found  no  difficulty  in  choosing  from  among 
the  many. 


The  Ration 

Accomplishing  the  goal  of  most  economic  feed  efficiency  and  rat*  of  gain 
separate*  the  successful  feed  lot  operators  from  the  losers.  This  task  is 
dependent  upon  the  nutritional  knowledge,  feeding  experience  and  knowledge 
of  costs.  Fulfilling  the  objective  It  best  reflected  in  the  ration  used  and 
the  earner  in  which  It  is  fad.  Properly  starting  the  cattle  and  developing 
a  level  of  full  feeding  as  wall  as  maximising  consumption  throughout  the 
leaaliraaT  of  the  feeding  period  do  not  alone  accomplish  the  goal.  The  correct 
combination  of  feed  stuffs  is  equally  as  important,  for  an  unbalanced  ration 
consumed  In  vast  quantities  is  ineffective  in  maximixins  feed  efficiency  or 
rata  of  gain. 

As  would  be  expected,  no  two  identical  rations  war*  found  to  exist  on 
the  various  feed  lots  but  rather  eaoh  exhibited  its  own  distinct  personal 
touch.  Although  various  ingredients  were  combined  in  different  ways,  all  of 
the  rations  were  basically  similar  at  the  full  fesd  level  in  that  they  con- 
tained from  75  to  85  percent  concentrate  and  from  15  to  25  percent  bulk. 
This  physical  balance  is  in  accordance  with  the  optimum  concentrate  bulk 
ratios  of  5ll  for  short  feeding  periods  and  3il  tar   long  feeding  periods  found 
by  Keating  in  195U  (U).  Actually  the  upper  limit  of  85  percent  ooncentrata 
and  15  percent  bulk  reported  by  at  least  one  feeder  exceeds  the  optimum  range 
but  only  slightly  (5.67il  as  compared  to  Sil). 

Oenerally  the  composition  and  amount  fed  of  the  rations  used  were  approx- 
imately in  line  with  the  basic  thumb  rule  that  feed  lot  cattle  will  consume 
about  three  peroent  of  their  body  weight  per  day  of  feed  measured  on  a  dry 
weight  basis.  Breaking  this  amount  down  further  into  three  major  components 
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It  may  be  roughly  estimated  that  about  tuo  percent  of  the  body  Height  will 
be  consumed  of  grain,  one  percent  of  roughage,  and  0.2  percent  of  protein. 

The  grain  portion  of  the  rations  fed  in  commercial  feed  lots  in  Kansas 
was  made  up  chiefly  of  either  ground  milo  or  corn,  whichever  was  the  cheaper 
or  most  accessible,  with  six  lots  using  some  barley,  and  two  relying  partly 
on  ground  millet  to  provide  the  carbohydrates.  V olaaaes  was  fed  in  four  of 
the  feed  lota.  The  roughage  or  bulk  segment  of  the  ration  usually  took  the 
form  of  either  ensilage,  ground  alfalfa,  or  prairie  hay  with  bran  fed  in  two 
lots  and  cottonseed  hulls  used  in  three  others.  Less  commonly  utilized  a* 
roughages  were  dehydrated  corn  cobs  and  wheat  hay.  Either  sorghum  or  corn 
silage  was  fed  in  half  of  the  lots,  in  some  cases  merely  to  start  the  cattle 
or  during  the  early  phase  of  the  feeding  period  while  other  cases  throughout 
the  entire  feeding  period.  Commercial  protein  supplement  mixtures  were  used 
in  eight  yards  with  others  furnishing  the  protein  in  the  form  of  cottonseed 
or  soybean  meal. 

Three  typical  dally  rations  at  a  level  of  full  feeding  that  represent 
eastern  and  western  Kansas  commercial  cattle  feed  lots  follow! 

1.  Sorghum  silage,  20  pounds  or  more)  prairie  hay,  free  access 
from  racks,  2  pounds  or  more)  corn,  7  pounds)  milo,  7  pounds) 
barley,  6  pounds)  commercial  protein  supplement,  2  pounds.  For 
1,000  pound  two  year  olds. 

2.  Sorghum  silage,  10  pounds)  ground  alfalfa  hay,  1.5  pounds) 
milo,  15  pounds)  molasses,  1  pound)  commercial  protein  supple- 
ment, 1  pound.  For  750  pound  cattle. 

3.  Corn  silage,  10  pounds)  milo,  6  pounds)  corn,  3  pounds)  barley, 
2  pounds)  millet,  1  pound)  cottonseed  meal,  1-1,5  pounds. 
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For  600  pound  cattle. 
With  the  exception  of  the  f  ir«t  ration  which  may  be  deficient  in  Vitamim 
A  as  it  stands,  the  three  representative  ration*  basically  oonfora  to 
i  orrieon'a  feeding  standards  (1).  ^elected  recommended  rations  froa  that 
source  that  could  be  used  in  Kansas  feed  lots  ara  listed  below  for  thres 
different  weight  classes  of  cattle.  They  indicate  th*  amounts  that  should 
be  fsd  per  head  par  day.  Substitution  of  various  food  stuffs  according  to 
relative  prioss  Is  desirable  In  order  to  reach  an  economical  combination  of 
ingredients,  ill  of  the  listed  rations  are  regarded  as  being  at  a  level  of 
full  feed.  Protein  supplements  contain  the  most  common  level  of  digestible 
proteini  Cottonseed  meal,  Ul  percent)  linseed  meal,  3ii  percent)  soybean  oil 
meal,  kh   percent.  It  will  be  noted  that  when  grain  sorghums  replace  yellow 
corn,  allowance  must  bs  sods  for  supplying  sufficient  carotene  (Vitamin  a) 
froa  some  other  source  such  as  alfalfa  or  other  legume  hay  or  in  the  form  of 
Vitamin  A  supplement. 

Calves  being  fattened  for  baby  beef,  average  weight  600  pounds. 

1.  Corn  or  aorghum  silage,  10  pounds  or  more)  alfalfa  or  other 
legume  hay,  two  pounds  or  more;  coin  or  ground  grain  sorghum,  10 
pounds)  soybean  oil  meal,  linseed  meal,  cottonseed  meal,  or  other 
high-protein  supplement,  1.25  to  1.5  pounds. 

2.  o lover-timothy  hay  (containing  30  percent  or  more  clover), 
four  to  five  pounds)  corn  or  ground  grain  sorghum,  11  pounds)  cot- 
tonseed meal)  soybean  oil  meal,  or  other  nigh-protein  supplement, 
1.5  pounds. 

3.  Corn  or  sorghum  silage,  16  pounds)  corn  or  ground  grain  sor- 
ghum, 10  pounds;  cottonseed  meal,  soybean  meal,  or  other  high-protein 
supplement,  1.5  to  2  pounds)  ground  lime-stone,  0.1  pounds. 

Fattening  yearling  cattle,  average  weight  900  pounds. 

1.  Corn  or  aorghum  silage,  15  pounds)  alfalfa  or  other  legume 
hay,  three  pounds)  corn  or  ground  grain  sorghum,  13  pounds;  linseed 
meal,  cottonseed  meal,  or  other  high-protein  supplement,  1  pound. 

2.  Clover-timothy  hay  (containing  30  percent  or  more  clover), 
six  to  eight  pounds)  corn  or  ground  grain  sorghum,  13  pounds)  soybean 
oil  meal,  linseed  meal,  cottonseed  meal,  or  other  high  protein 


supplement,  1  to  1.25  poinds. 

3.     Cora  or  sorghum  silage,  20  pounds;   corn  or  ground  grain  sor- 
ghum, 13  pound*)  high  protein  supplement,  1.5  to  1.75  pounds)  ground 
limestone,  0.1  pound. 

fattening  two-year  old  cattle,  wight  1,000  pound*. 

i.     Corn  or  sorghum  silage,  25  pound sj  alfalfa,   soybean,  or  cow- 
pea  nay.  It  pound*)  oorn  or  ground  grain  sorghum,  1U  pounds.    Adding 
0.5  pound  high-protein  supplement  will  increase  the  rat*  of  gain 
slightly  and  nay  be  profitable.     The  supplement  should  be  added  if 
less  legume  is  fed. 

2.  Clover-timothy  hay  (containing  30  percent  or  more  clover), 
10  pounds)  oorn  or  ground  grain  sorghum,  XU  pound*)  soybean  oilneal 
or  other  high-protein  supplement,  1.0  pound. 

3.  Corn  or  sorghum  silage,  30  pound*)  oorn  or  ground  grain 
sorghum,  XU  pound*)   linseed  meal  or  other  high-protein  supplement, 
1.5  pound*;  ground  limestone,  0.1  pound. 

None  of  the  16  feeder*  revealed  any  significant  changes  Bade  in  the 
basic  ration  in  the  last  several  year*.    Minor  change*  indicated  were  from 
cottonseed  holla  to  silage  for  balk,  end  from  meal  a*  •  protein  to  a  commer- 
cial protein  mix  in  one  instance.     Numerous  ease*,  however,  reported  ini- 
tiating the  u*e  of  stllbestrol  in  recent  year*,  where**  one  switched  from 
feeding  stllbestrol  to  Implanting  it. 

Each  of  the  16  yard*  used  stllbestrol  to  increase  feed  efficiency 
and  rate  of  gain.     Only  two  reported  using  implant*,  the  remaining  Ik  mixed 
it  in  with  the  ration  and  fed  it  at  a  level  of  from  five  to  10  miligram* 
per  head  per  day.     there  Implant*  were  used,  it  was  felt  by  the  operator* 
that  they  were  equally  as  effective  and  considerably  more  economical  a* 
compared  to  feeding  the  hormone.     All  feeders  were  convinced  that  it*  use 
stimulated  the  gaining  ability  of  the  cattle.     Only  two,  however,  had 
verifying  empirical  data  from  their  own  teat*  to  back  up  their  beliefs. 
One  of  the**  claimed  added  daily  gain*  of  0.1*  pound  for  steers  and  0.25 
pound  for  heifer*  whereas  the  other  feeder  stated  10  percent  more  gains  for 
steer*  and  seven  to  eight  percent  added  gains  for  heifers. 


ether  additives  included  in  some  or  all  rations  werai  Kinerals,  salt, 
systemics,  aureomycin,  and  Vitamin  A.  On  feed  lota  where  mllo  replaced 
corn  as  ths  carbohydrate  Vitamin  A  supplement  was  necessarily  added.  Nine 
of  the  feed  yards  made  use  of  aureomycin  either  occasionally  or  consist- 
ently. In  many  of  these  eases  it  was  merely  need  to  start  the  cattle  or  on 
lighter-weight  cattle.  Where  used  it  was  concluded  by  the  operators  that 
the  antibiotic  effectively  reduced  pneumonia  and  other  disease  problens  early 
in  the  feeding  period.  The  use  of  tranquilizers  appeared  in  only  one  feed 
yard,  and  there  only  in  an  experimental  test  on  cattle  belonging  to  a  ehem- 
loal  company.  The  results  of  that  experiment,  were  reported  to  be  inconsist- 
ent. 

Feed  Conversion,  Rate  of  Gain,  and  the  reeding  Margin 

How  well  the  goal  of  maximising  feed  efficiency  and  rate  of  gain  has 
been  accomplished  is  ref leoted  only  In  the  actual  observations  of  these  two 
important  criteria  of  determining  technical  efficiency.  It  was  surprising 
to  discover  that  11  of  the  16  commercial  feed  yards  had  made  no  attempt  to 
determine  feed  efficiency.  The  other  five  reported  their  estimated  feed 
conversion  ratios  but  it  was  apparent  that  tests  were  actually  conducted  in 
only  three  of  the  five  lots.  This  means  that  only  three  commercial  lota  in 
ths  state  could  provide  potential  customers  with  empirical  data  that  would 
indicate  approximately  the  feeding  efficiency  of  the  yard.  It  also  means 
that  the  feed  lot  operator  himself  was  at  a  loss  to  determine  with  cer- 
tainty the  effectiveness  of  his  rations  and  feeding  techniques  where  this 
information  was  not  known.  On  the  few  lots  where  feed  conversion  ratioa 
were  known,  figures  ranged  from  7.5  <*  9»1  for  600  pound  steers,  7.5  *  9.5>1 
for  800  pound  steers,  and  8.5  t:  11«1  for  1,000  pound  steers.  For  heifer* 


the  reported  ratios  varied  from  8  i  9il  for  600  pound  weights,  and  from 
8.5  «  9i  1  f or  800  pound  heifers.  Actually  these  data  are  quit*  Halted  and 
would  be  r.ore  uaef  ul  expressed  aa  ratios  of  total  digestible  nutrients 
required  par  hundred  pounds  of  gain. 

Regarding  average  daily  rates  of  gain  almost  all  feeders  had  either 
tested  various  lots  or  reported  estimated  figures.  Thosa  who  quoted  figures 
sometimes  selected  exceptionally  well-doing  lots.  Nevertheless  rates  of 
gain  reported  ranged  fron  two  to  three  pound*  per  day  for  600  pound  steers, 
from  2.5  to  3.25  pounds  per  day  for  800  pound  steers,  and  from  2.3  to  2.8 
pound*  for  800  pound  heifers.  Those  rate*  do  not  represent  over-all  av- 
erage daily  rates  of  gain  but  rather  are  selected  teat  lots  or  approximation* 
by  the  feeders  interviewed.  In  certain  instances  they  are  presumed  to  have 
been  exaggerated  estimate*. 

nutritional  studies  have  shown  that  rate  of  gain  is  highly  correlated 
with  economy  of  gain.  Faster  gaining  cattle  require  les*  feed  per  100 
pound*  of  gain  than  do  cattle  that  are  llower  to  put  on  weight.  Since 
heredity  play*  a  significant  role  in  both  feed  efficiency  and  gaining  abil- 
ity it  would  be  expected  that  two  different  lota  of  cattle  fed  in  the  can* 
feed  yard  may  wall  exhibit  different  performance  records.  It  la  therefore 
only  possible  for  the  feed  lot  operator  to  maximise  the  inherent  gaining 
ability  and  feeding  efficiency.  Generally,  the  profits  or  losses  incurred 
fron  feeding  cattle  are  actually  more  closely  associated  with  the  margin 
from  the  standpoint  of  the  cattle  owner. 

The  margin  is  the  difference  between  the  oost  per  hundredweight  of 
feeder  cattle  and  their  selling  price  a*  fat  cattle.  The  necessary  margin 
refers  to  the  particular  margin  needed  for  a  lot  of  cattle  in  order  that  all 
expenses  will  just  be  covered,  or  that  no  losses  are  incurred.  Necessary 


61 


margin  nay  also  ts  ref erred  to  as  the  break-even  margin. 

Various  factors  influence  the  necessary  margin,  the  most  important  sin- 
gle on*  being  the  cost  of  feed  since  it  is  the  major  contributor  to  the  eost 
of  gains.  Generally  it  costs  more  to  pat  100  pounds  on  feeders  than  they 
will  bring  per  hundredweight  as  fat  cattle.  This  means  that  in  order  to 
•Told  loss  usually  a  greater  price  per  100  pounds  must  be  realised  from  the 
finished  cattle  than  was  paid  for  the  feeders  to  make  up  the  difference. 

In  the  fall  of  1958  conditions  were  such  that  no  positive  margin  was 
needed  to  break-even.  That  is,  cost  of  gains  did  not  exceed  prices  received 
for  fat  cattle  (22-2U  cents  per  pound  of  gain  as  compared  to  2U-25  cents  per 
pound  of  finished  cattle))  therefore,  feeders  purchased  earlier  at  21i.50  to 
26  cents  par  pound  had  little  difference  to  make  up.  To  illustrate  the 
situation  at  that  time,  assume  a  700  pound  feeder  steer  costing  25  per 
hundredweight  was  placed  in  the  yard  for  fattening  in  July,  1956.  The  total 
initial  cost  would  have  been  $175.  Average  total  cost  per  100  pounds  of 
gain  was  «23,  which  when  applied  to  ISO  pounds  of  gain  assuming  two  pounds 
per  day  for  90  days  would  have  resulted  in  a  total  feed  cost  of  i&l.ljO,  for 
the  three  month  period.  The  over-all  eost  of  the  finished  steer  going  out 
of  the  feed  let  In  September,  therefore,  was  „216.1j0.  Dividing  the  over- 
all cost  by  the  final  weight  of  660  pounds  gives  the  necessary  selling 
price  of  $21u59  pw  hundredweight.  To  obtain  the  necessary  or  break-even 
margin  simply  observe  the  difference  between  the  feeder  steer  cost  (*25  per 
hundredweight)  and  the  finished  steer  selling  price  (*21*.59  par  hundredweight). 
In  this  case  there  is  no  positive  margin,  but  rather  a  negative  one  of  Itl 
cents,  a  situation  quite  favorable  for  feeding  cattle. 

In  addition  to  feed  cojts  other  factors  also  affect  the  necessary 


margin  la  oattla  feeding.  *  long  feeding  period  and  large  total  amount  of 
gain,  excessively  large  aarketing  expeneee,  light  weight  feeders,  and  re- 
latival/ low  Initial  coat  of  the  f aaders  all  tand  to  widen  the  necessary 
naigin.  «han  tha  oppoaita  conditions  prevail,  aocoapaniad  by  low-coat 
gains,  tna  break-even  nargin  baeoaaa  emaller. 

Jioraelly  oattla  vara  kept  on  feed  from  90  to  120  day*  on  tha  average 
far  tha  16  faad  lota.  Five  lota  reported  ahort  faadlag  parleda  of  laaa 
than  90  days  aa  a  rule,  whereas  tha  raamlning  11  generally  fad  tha  oattla 
over  90  daya.  Four  of  tha  f ive  short-feed  yarda  aarkatad  mora  good  grade 
alaoghtar  oattla  fro*  their  lota  than  other  grades  vharaaa  tha  other  one 
aold  more  oattla  aa  choice  than  other  gradaa  following  in  part  from  in- 
dicated preferences  of  aadlUB  to  good  grade  f aadara  in  the  f orxer  case  and 
of  good  to  eholee  grade  i aadara  la  tha  second  case.  Seven  of  tha  11  longer- 
feed  yarda  aarkatad  aoatly  choice  grade  alaughtar  oattla.  The  ether  four 
aoved  primarily  good  grade  oattla  freat  their  yarda  bat  Indicated  a  pref- 
erenoe  for  feeding  ■odlua  to  good  grade  feeder  oattla.  There  vae  a  definite 
relatlonahlp  observed  on  tha  various  lota  between  tha  average  auaber  of 
daya  fed,  the  grade  preference  of  feeder  oattla,  and  the  f iniahad  grade  of 
tha  alaoghtar  oattla. 

Half  of  tha  16  feed  lota  aarkatad  aoatly  eholee  grade  fat  oattla  while 
tha  other  eight  f iniahad  noetly  good  grade  alaoghtar  oattla.  For  tha  ooaaar- 
elal  feed  lot  lnduatry  aa  a  whole  la  Kanaae,  U8.5  percent  of  the  oattla  fad 
ware  aarkatad  at  the  eholee  grade  while  t|0  peroent  were  aold  aa  good  grade 
alaoghtar  oattla  In  1957.  Tola  Batter  la  taken  op  la  aore  detail  la  tha 
section  dealing  with  slaughter  oattla  disposition  Mthoda. 
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Manure  Disposal 


Ttw  potential  value  of  nanura  as  a  land  restorer  has  apparently  not 
been  appreciated  by  Kansas  crop  farmers.     Nor  has  its  Importance  as  a 
ty-product  of  cattle  feeding  been  fully  realized  by  commercial  feed  yard 
operators.     This  fact  was  convincingly  impressed  upon  the  author  when  it 
was  discovered  that  only  seven  of  the  16  feed  yards  could  legitimately 
claim  nanure  as  an  asset  to  the  enterprise.     On  five  other  lots  manure  was 
actually  a  liability  whereas  on  the  remaining  four  it  was  considered  as 
neither  a  credit  nor  a  liability  but  rather  was  a  necessary  evil  that 
contributed  or  detracted  nothing  from  the  profits  of  the  enterprise. 

The  situation  arose  from  the  f aot  that  demand  for  nanure  by  Kansas 
crop  producers  was  virtually  non-existant.     Lack  of  demand  for  this  val- 
uable resource  apparently  stems  from  tradition  and  unfamiliarity  of  the 
potential  benefits  that  could  be  derived  by  using  manure  on  depleted  soils. 

Although  it  may  be  true  that  nitrogen,  phosphorous,  and  potassium 
sources  are  relatively  low,  percentagewise  in  nanure,  it  cannot  be  denied 
that  as  a  humus  and  minor  element  provider  manure  is  economically 
unexcelled  where  its  supply  is  in  abundance  and  its  transporting  and 
handling  costs  say  be  kept  at  a  minimum.     If  the  composition  of  manure  com- 
ing out  of  the  lot  is  approximately  0.5  percent  nitrogen  (N),  0.25  percent 
phosporous  (P2P5)»  »nd  0.5  percent  potassium  (K20)  then  the  total  nutrient 
content  of  wet  manure  would  be  about  1.25  percent,    applying  hypothetical 
but  approximate  prices  to  the  quantities  of  elements  contained  in  a  ton 
of  manure  it  is  found  to  be  worth  about  $1.95  per  tons     Nitrogen,  10  pounds 
at  10  cents  per  pound  equals  Jl.OOj  plus,  phosphorous,  5  pounds  at  9  cents 
per  pound  equals  lt5  cents}  plus,  potassium,  10  pounds  at  5  cents  per  pound 


•quit  50  cents.  Under  thee*  conditions,  u  long  as  the  cost  of  healing  a 
ton  of  manure  doss  not  exceed  its  $1,95  value  per  ton  It  pay*  to  haul  it. 
Ho  measure  of  the  alitor  element  and  organic  natter  content  of  manure  It 
given  hare,  however,  on  some  soils  this  portion  is  particularly  needed  and 
exceptionally  beneficial  when  applied. 

It  may  generally  be  concluded  that  manure  applications  are  practical 
and  economical  particularly  on  irrigated  land,  eroded  or  levelled  land 
that  is  lsnH ng  In  humus,  and  on  soils  afflicted  by  exoess  salt  or  alkali 
deposits.  Spots  with  poor  drainage  are  usually  improved  by  manure  applica- 
tions that  will  enable  the  proper  soil  texture  and  organic  matter  content 
to  bs  restored. 

although  commercial  fertiliser  is  more  conveniently  handled  and  cannot 
be  replaced  by  manure  alone,  it  may  bs  profitably  complemented  by  simulta- 
neously using  manure.  Commercial  feed  yard  operators  need  to  promote  this 
idea  in  their  surrounding  area  to  remove  manure  production  from  the  liabil- 
ity or  no-account  side  of  their  ledgers. 

It  mould  not  be  unfeasible  to  assess  a  value  of  $1.00  per  head  in 
manure  production  credit  for  all  cattle  fed  in  Kansas  feed  yards.  0ns 
feeder  believed  this  to  bs  true  In  his  own  case,  however,  most  others  would 
probably  hesitate  to  accept  it  in  the  light  of  1958  conditions. 

Alternative  outlets  for  manure  produced  in  commercial  feed  lots  are 
basically  four  In  number. 

1.  Where  a  crop  production  or  farming  operation  is  integrated  with 
the  feeding  enterprise  manure  has  a  ready  outlet  on  leased  or  self- 
owned  crop  land.  Only  under  these  conditions  was  manure  truly  valued 
as  an  asset  and  fully  utilised  as  such.  This  was  possibls  on  seven  of 
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the  l£  feed  lots.  Because  manure  disposal  was  generally  a  problem  In 
commercial  oattle  feeding  In  1958  a  cropping  operation  was  in  part 
Justified  by  enabling  complete  utilisation  of  manure  produced  In  the 
feed  yard. 

2.  The  next  beat  alternative  use  reported  was  giTlng  it  to  local 
grain  and  ensilage  producers  for  application  on  the  land  cropped  for 
feed  production  to  be  bought  back  by  the  particular  feed  yard.  Dis- 
posing of  manure  in  this  Banner  yields  an  indirect  return  to  the  feed 
lot  operator  in  the  form  of  higher  yielding  acres  of  superior 
analysing  feed.  Nutrients  contained  in  manure  are  thus  able  to  be 
brought  back  to  the  feed  yard  in  part. 

3.  Selling  manure  to  farmers  was  practiced  by  at  least  four  feed 
yards  whereas  giving  it  away  for  the  hauling  was  the  arrangement  of 
several  others.  In  either  case,  the  revenue  received  no  more  than 
offset  the  oost  to  the  feed  lot  operator  of  loading  and  hauling.  In 
these  oases  manure  production  was  neither  an  asset  nor  a  serious  liabil- 
ity and  as  such,  contributed  nothing  or  detracted  little  from  the 
profits.  Every  effort  should  be  mado  to  correct  such  a  situation  by 
promoting  the  value  of  manure. 

h.    The  most  enterprising  method  of  escape  from  the  manure  production 
problem  was  discovered  in  the  immediate  area  of  the  heaviest  concentra- 
tion of  commercial  feed  yards  where  it  was  proposed  to  further  consider 
the  possibility  of  erecting  a  manure  dehydrating  plant.  Commercial 
dehydrated  manure  production  and  sale  may  be  the  answer  for  those 
feed  yards  in  converting  a  necessary  and  valuable  by-product  of  the 
commercial  cattle  feeding  industry  from  a  liability  to  an  asset.  To 


be  sure,  additional  management  problems  would  likely  axis*  with  the 
development  of  tha  newly  integrated  enterprise,  however,  the  plan  is 
worthy  of  further  Investigation  and  consideration.     Tola  possibility 
dearly  illustrates  the  manner  in  which  an  Industry  becomes  integrated. 
Complementary  or  supplementary  enterprises,  whan  combined,  are  intended 
to  mora  completely  utilise  various  resources. 

Go-fjclstence  of  Hog  Feeding 

An  enterprise  that  has  traditionally  been  associated  with  the  cattle 
feeding  industry,  and  still  la  In  the  corn  belt  area,  la  the  feeding  of 
hogs.     Not  only  have  hogs  bean  able  to  salvage  undigested  feed  in  cattle 
manure,  but  they  have  also  been  useful  In  feed  lots  to  utilise  wet  and 
other  wast*  feed. 

Commercial  feed  lot  operators  in  Kansas  generally  ware  not  in  favor 
of  a  hog-integrated  cattle  feed  lot  aa  indicated  by  11  of  the  16  yards 
owning  no  hogs  at  all  in  1958.     Several  of  the  11  had  previously  attempted 
•mall  scale  hog  operations  but  due  to  unfavorable  results,  were  currently 
against  tha  practice  of  running  hogs  with  the  oattle.     The  five  fead  yards 
that  did  own  hogs  were  not  all  in  favor  of  allowing  them  to  run  with  the 
cattle.     In  fact  only  two  of  the  five  allowed  thorn  to  follow  cattle  in 
feed  lots,  one  of  these  restricting  the  practice  only  to  his  self-owned 
oattle.     In  1958,  therefore,  only  one  commercial  cattle  feed  yard  in  tha 
state  permitted  hogs  to  follow  all  cattle  in  the  feed  lot,  custom-fed  a* 
well  aa  self-owned. 

The  three  yards  owning  hogs  but  not  running  them  with  tha  cattle  were 
able  to  realise  the  benefit  of  a  ready  outlet  for  wet  and  otherwise  wast* 
feed  from  the  oattle  enterprise.     Two  of  the  three  were  in  the  process  of 
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developing  a  m  herd  and  vara  intending  to  farrow,  raiaa,  feed  and  market 
f iniabad  hogs  as  a  separata  fat  integrated  function  of  the  faad  yard. 

General  ooaasnts  aeda  regarding  the  co-existence  of  hog  feeding  with 
cattle  feeding  by  those  who  did  not  favor  the  practice  of  running  hog*  behind 
cattle  weiej  increased  feed  digestibility  revolts  la  very  little  feed  value 
left  la  the  nanure,  hogs  disturb  cattle  in  a  feed  lot  and  tend  to  Inhibit 
their  rate  of  gala,  hoga  are  a  general  nuisance  around  a  feed  lot  la  that 
they-  get  in  the  feed  bunks  and  require  special  tight  fencing,  and  the  fact 
that  custom  fed  cattle  ahould  not  be  exploited  by  talf-owned  hogs. 

The  practice  of  following  ooenerelally  fed  cattle  with  hogs  cannot  be 
generally  reconaonded  In  view  of  the  foregoing  reaaona  sone  of  which  are 
firmly  grounded.  Frlmarily,  it  is  felt  that  allowing  nogs  to  run  with  custom 
fed  eattla  la  in  conflict  with  and  tends  to  inhibit  the  goal  of  a  commercial 
cattle  feeder,  namely  to  obtain  the  most  economical  feed  efficiency  and  rates 
of  gain  on  eattla  owned  by  outside  interests. 

The  possibility  of  establishing  a  separata  yet  Integrated  sow  herd  with 
the  eattla  enterprise,  as  two  feed  yards  are  doing,  ahould  not  be  under- 
estimated by  existing  and  potential  feed  lot  operatore.  These  two  livestock 
enterprises  definitely  are  coapleaentary  and  together  they  can  acooapllah 
aach  that  alone  they  could  not.  One  such  example  ia  labor  utilisation. 

labor  Utilisation 

Aside  fro*  feed  coets  labor  expenditures  are  usually  the  next  aost 
significant  source  of  cash  outlay  la  the  commercial  cattle  feeding  industry. 
How  fully  that  labor  la  utilised  nay  well  determine  the  profit 


or  loss  of  a  particular  fin. 

The  16  feed  lots  bad  an  average  requirement  of  about  eight  fall  tine 
laborere  per  lot  with  the  various  lots  ranging  in  labor  needs  from  one  to  IfO 
workers  in  addition  to  the  feed  lot  operator  himself.  Furthermore,  12  of 
the  yards  had  occasion  to  employ  an  average  of  about  four  part  tine  laborers 
per  lot  during  the  year  with  particular  needs  varying  from  one  to  20  workers. 

Labor  efficiency  was  not  determined  in  this  study,  however,  general 
observations  anong  tha  various  feed  lots  enable  the  inclusion  of  certain 
factors  that  influence  labor  utilisation  in  the  conraeclal  cattle  feeding 
industry.  Basically,  management  governs  the  degree  of  labor  utilisation. 
Where  qualified  management  exists  competent  labor  usually  is  found.  Whea 
specific  responsibilities  are  vested  in  particular  laborers,  diligence  is  the 
rule  and  not  the  exception.  If  laborers  share  in  the  success  of  the  enter- 
prise, then  the  Interest  so  derived  will  inspire  alertness  and  new  ideas. 
Labor  efficiency  is  not  dictated,  it  is  stimulated.  Motivated  workers 
selves  reduce  the  labor  utilisation  problem  considerably. 

It  is  the  function  of  management,  however,  to  provide  an  amount  of 
equivalent  to  the  supply  of  laborers  or  to  regulate  the  number  of  laborers 
in  proportion  to  the  quantity  of  work.  The  former  is  more  desirable  though 
■ore  challenging  to  the  manager  of  tha  commercial  cattle  feed  yard.  Opera- 
ting at  a  relatively  constant  level  of  capacity  is  one  of  the  moat  important 
ways  of  achieving  this  function.  When  cattle  numbers  fluctuate  radically 
at  a  given  feed  yard,  it  can  be  concluded  with  assurance  that  existing  labor 
will  either  be  over-employed  or  under-employed,  both  cases  of  which  detract 
from  true  labor  utilisation  and  efficiency.  Under  such  conditions  there  will 
always  occur  intermittent  transitional  periods  prior  to  any  necessary  labor 


numbers  adjustment. 

Machinery  and  equipsawt  available  also  determines  to  a  high  degree  tha 
number  of  laborers  naodad  to  run  a  given  level  of  operation,  Aa  commercial 
feed  yarda  become  larger  and  mora  mechanized  tha  number  of  cattle  fad  in  a 
year  per  laborer  will  be  greatly  increased  from  tba  1*57  ratio  of  986*1  for 
tha  state  commercial  cattle  industry  aa  a  whole.  Tha  number  of  cattle  fed 
in  a  year  per  laborer,  axoluding  tha  feed  lot  operator,  for  individual  yarda 
tarlad  from  333  head  to  2,500  head  in  1?57.  An  apparent  relationahip  be- 
tween tha  degree  of  mechanisation  and  the  cattle  per  laborer  ratio  existed. 
Fit*  lota  fed  1,000  or  mora  cattle  in  a  year  par  laborari  four  of  tha  fiva 
were  considered  to  be  of  the  moat  elaborate  in  the  state. 

Commercial  feed  yards  are  becoming  more  and  mora  self-contained  units, 
performing  many  of  their  own  serricas  that  previously  wara  rendered  by  out- 
side parties,  labor  demands  are  in  part  affected  by  this  apparent  change. 
Aa  wall  aa  providing  feed  processing  serricas  and  transportation  requirements, 
the  modern  day  commercial  yard  also  attends  to  a  major  share  of  ite  own  vet- 
erinary needs.  The  self-contained  labor  unit  must  be  trained  and  abls  to 
perform  such  services. 

Disease  Control  Measure* 

It  is  a  general  practice  for  commercial  feed  lots  to  perform  a  substan- 
tial portion  of  most  routine  veterinary  needs.  It  is  also  a  general  obser- 
vation that  most  feed  yards  provide  at  least  a  partial  parasite  control 
program.  Although  their  success  has  been  commendable  aa  displayed  by  their 
combined  average  death  loss  of  lass  than  0.8  percent,  it  is  probable  that 
hidden  economic  losses  attributed  to  reduced  gains  and  decreased  feed 


•It lcleacy  were  sustained  on  many  lota  due  to  an  inadequate  parasite  control 
program.  These  losses  go  unnoticed  by  most  feed  lot  operators,  and  except 
in  extreme  cases,  cannot  be  accurately  measured  under  ordinary  conditions. 

Only  one  of  toe  16  feed  yards  provided  lhat  was  considered  to  be  an 
adequate  parasite  control  program.  Host  of  the  otters  were  aware  of  the 
problem  and  guarded  against  it  but  restricted  their  precautionary  measure* 
only  to  Southern  cattle  and  in  other  extreme  or  obvious  particular  oases. 
The  most  adequate  routine  program  observed  was  applied  to  all  eat tie  enter- 
ing the  particular  feed  yard  where  it  existed.  A  therapeutic  dose  of  60 
grams  of  phenothiasine  per  head  was  mixed  in  the  feed  and  fed  to  all  of  the 
cattle  entering  the  yard  after  four  or  fire  day*.  In  addition,  external 
parasites  were  curbed  by  use  of  systemics,  spraying,  and  by  providing  bask 
rubbers  in  the  lots. 

Other  routine  disease  control  measures  taken  by  certain  of  the  feed  lota 
were:  Feeding  aureomycin  in  nine  yards  to  prevent  pneumonia  and  scours, 
vaccinating  all  cattle  entering  several  lots  in  a  localised  area  to  avoid 
rhinc-traecheitis  (red-nose)  Wiich  incurred  abnormally  heavy  death  losses 
one  year  on  one  lot  in  particular,  and  the  frequent  self-administration  of 
pennicilin,  streptomycin,  and  sulfa  to  various  commonplace  ailments  as  foot 
rot,  pink-eye,  etc.  In  all  eases  the  services  of  a  local  veterinarian  war* 
obtained  on  the  occasion  of  more  serious  disease  and  injury  problems. 

so  commercial  feed  yard  felt  itself  large  enough  in  1958  to  employ  the 
full  time  services  of  a  trained  veterinarian,  however,  this  possibility  is 
likely  to  arise  aa  feeding  operations  become  larger. 
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COST  SThUCTURS  OF  THi  fclii.-RPRISE 
Factors  associated  with  Investments  in  a  Cn—m1s1  Cattle  Fead  Lot 

Thie  study  waa  not  designed  to  include  a  detailed  coat  analysis  of  com- 
mercial cattle  feed  lota.     Jpeciflc  information  regarding  Initial  investments 
la  land  and  faoilltlaa  m  not  obtained,  however,  data  oollaetad  in  ralation 
to  the  basic  eoat  structure  of  the  industry  reveals  sods  insight. 

In  noat  cases  operations  apparently  ware  started  with  a  Minimi  of  fa- 
cilities.   Most  of  the  lota  expended  and  added  equipment  from  tine  to  time* 
Obvioualy  the  degree  of  elaboration  desired  influences  the  amount  of  capital 
investment  required. 

Thirteen  of  the  16  feed  lota  began  operations  within  the  last  10  years. 
Of  the  13  lots,  those  having  bean  in  business  five  or  mora  years  generally 
exhibited  the  noat  adequate  faoilitlea.     One  exception  to  this  general 1 nation 
was  a  particular  faed  lot  in  operation  for  two  years  which  had  perhaps  the 
moat  elaborate  facilities  in  the  state. 

In  considering  the  ooat  of  starting  a  commercial  cattle  feed  lot  it  is 
apparent,  therefore,  that  initial  costs  are  subject  to  extensive  variability 
within  a  certain  range  but  above  a  mandatory  minimum. 

Contributing  ooat  factors  may  be  categorised  under  two  main  headingai 
(1)  Land  and  (2)  capital  equipment,  both  of  which  may  be  Independently  ana- 
lyzed.   Since  actual  ooat  figures  are  obviously  variable  through  subsequent 
time  periods  aa  well  aa  in  application  to  different  feed  lot  setups  no  attempt 
will  be  made  to  derive  a  minimum  investment  figure.    Bather,  the  two  main 
ooat  factors,  land  and  capital  equipment,  will  be  investigated  ao  as  to  enable 
an  appropriate  estimate  of  Initial  coats  at  any  time  period  and  under  any 


given  Mt  of  circumstances. 

The  investment  In  land  Is,  of  course,  directly  proportional  to  the 
amount  needed  and  to  eoat  per  acre  whioh  to  a  considerable  degree  la  re- 
flected In  the  location  of  the  land.  The  amount  of  land  needed  la  In  turn 
dependent  primarily  upon  whether  or  not  any  feed  grains  or  rougha;  es  will  be 
raised  and  to  a  lesser  extent  the  intended  sise  of  operation.  Of  the  16  feed 
lots,  seven  raised  a  portion  of  either  their  total  annual  grain  or  roughage 
supply  or  both.  A  portion  of  the  silage  ranging  froa  25  to  1D0  percent  of 
the  particular  feed  lota  total  amount  fed  waa  raised  by  each  of  these  seven 
feeders.  Together,  the  seven  raised  5U.8  percent  of  their  needed  silage. 
Six  of  the  seven  feed  lots  raised  a  percentage  of  their  total  annual  supply 
of  hay  fad  ranging  froa  five  to  100  percent  with  an  average  of  18.8  percent 
for  the  seven  crop  Integrated  lota.  Five  of  the  seven  lots  raised  sons  por- 
tion of  their  total  grain  supply  fed,  the  percentage  ranging  froa  five  to  25 
percent,  with  an  average  of  U.6  percent  for  the  seven  yards. 

For  the  seven  feed  lots  that  raised  sons  of  their  total  annual  feed 
supply  the  average  number  of  cropped  acres  per  operation  was  1,111  with  a 
range  of  I4OO  to  2,000  acres.  These  acreage  figures  included  both  owned  and 
leaaed  land. 

If  a  farming  enterprise  demanding  crop  land  la  to  be  an  Integrated  phase 
of  the  feeding  operation  it  is  apparent  then  that  the  land  investment  will 
vary  accordingly.  In  appraising  the  economics  of  an  integrated  farming  and 
feeding  enterprise  it  must  be  borne  in  mind  that  manure,  a  valuable  by-product 
of  the  cattle  feeding  industry,  la  fully  utilised  aa  an  aasst  to  the  partic- 
ular operation  at  which  it  la  produced  only  if  it  baa  a  ready  outlet.  If  It 
has  no  outlet  It  Is  a  liability  as  was  the  case  on  five  of  the  16  feed  lota. 
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On  four  other  feed  lota  It  was  merely  given  away  for  the  hauling  or  at  a 
charge  that  no  more  than  covered  the  cost  of  oleanlng  the  pens  and  loading. 
The  remaining  eeven  lota  were  able  to  apply  the  manure  produced  annually  to 
their  own  or  leased  arop  land.  Only  in  this  manner  was  the  full  utility  of 
this  valuable  by-product  realized,  for  as  yet,  no  other  ready  outlets  for 
manure  have  expressed  themselves  in  Kansas.  Whether  it  be  the  reluctance  of 
farmers  or  the  localised  abundance  of  manure  in  the  immediate  feed  lot  vicin- 
ity it  nevertheless  remains  a  faot  that  manure  often  tines  cannot  be  given 
away. 

It  was  previously  stated  that  the  Intended  size  of  operation  Influences, 
but  to  a  lesser  degree,  the  total  amount  of  land  needed  to  set  up  a  commercial 
cattle  feed  lot.  Disregarding  here  the  inclusion  of  crop  land,  and  consider- 
ing only  that  land  which  will  be  taken  up  by  the  pens,  buildings,  and  alleys, 
it  is  similarly  evident  that  land  investment  is  subject  to  variation. 

The  acreage  devoted  to  pens  and  buildings  on  the  16  feed  lots  averaged 
59.5  acres  per  lot  with  a  range  of  five  to  2li0  aores  per  lot.  Thirteen  of 
the  16  feed  lots  utilized  100  aores  or  less  for  pens  and  buildings.  In  coat- 
paring  the  total  feed  yard  capacity  with  the  number  of  acres  in  pens  and 
buildings  it  was  observed  that  from  70  to  110  head  of  cattle  per  acre  may  be 
used  as  an  estimator  of  the  number  of  acres  required  to  establish  a  given 
eoale  of  operation.  More  or  less  efficient  use  of  the  land  than  t  his  may  be 
made  according  to  the  degree  of  planning. 

The  second  factor  that  determines  the  amount  invested  in  land  is  the 
location  of  that  land.  Location,  of  course,  affeota  the  per  acre  value  of 
land  and  is,  therefore,  worthy  of  due  consideration  in  estimating  the  initial 
cost  of  starting  a  commercial  cattle  feed  lot.  Location  itself  encompasses 


many  other  considerations  besides  the  affect  it  haa  on  the  initial  invest* 
■eat.  Thaaa  alda  regards,  important  a*  they  my  be,  will  ba  traatad  lightly 
hara  placing  hay  emphasis  on  the  effect  location  of  land  haa  on  the  Initial 
Investment. 

Features  of  land  altaa  important  to  commercial  cattle  feed  lata  that 
Hill  bare  a  lasting  effect  on  the  operation  are  auch  thing!  aai  (1)  Topog- 
raphy, (2)  soil  structure,  (3)  accesaibility  to  rcede  and  railroada, 
(«)  relaUon  to  feeder  settle  supply  and  markets,  (5)  proximity  to  livestock 
narkat  outleta  Including  termlnale,  auctione  and  neat  packing  planta, 
(6)  potential  for  expansion,  (7)  labor  supply,  (8)  local  feed  situation,  and 
(9)  local  tax  rates.  In  addition  to  thaaa  considerations  there  are  various 
sociological  factors  distinct  to  each  area  that  merit  regard. 

Son  eonblnad  influence  of  the  above  location  features  aat  together  In 
determining  the  par  acre  value  of  a  plat  of  ground  being  considered  for  a 
commercial  cattle  faad  lot.  A  suitable  treat  of  land  fulfilling  the  above 
features  will  ba  further  influenced  aa  to  its  value  by  the  alternative  naaa 
to  which  that  land  nay  ba  put,  thereby  refloating  its  local  demand. 

A  concluding  statement  concerning  the  first  of  the  two  main  initial 
coat  contributing  factors  la  that  the  investment  In  land,  although  quite 
subject  to  variability,  is  an  lapertant  investment  for  It  haa  farxnaehing 
effect*  on  the  future  of  the  faad  lot  enterprise. 

The  second  main  category  affecting  the  cost  of  starting  a  commercial 
cattle  faad  lot  la  the  investment  in  capital  equipment.  Bora  again,  the 
amount  of  investment  la  in  direct  relation  to  the  degree  of  elaboration  and 
the  intended  scale  of  operation  deeired. 

Where  a  faming  enterprise  la  to  ba  integrated  with  the  feeding 


operation  an  added  investment  In  farm  implements  4U  exist,    le  attasqpt 
will  be  sad*  to  appraise  the  coat  of  necessary  farn  machinery  einee  the 
equipment  required  for  crop  production  varies  according  to  tha  type  of  farm- 
ing enterprise  anoountarod.    Farm  machinery  costa  change  over  time  but  arm 
readily  aTailable  auch  that  an  up-to-date  picture  is  eaaily  obtained  at  tha 
time  It  la  needed. 

Ignoring  farm  implement  costa  and  considering  only  investment  In  capital 
aquipamnt  direotly  related  to  ths  feeding  operaUon  there  are  heal  Bally  two 
alternatiT*  setups  to  bo  appraised,    a  food  yard  either  with  rood  processing 
aquipamnt  or  without  road  processing  equipment. 

A*  previoualy  oUtod  13  of  the  16  feed  lota  did  100  percent  of  their  era 
food  milling  and  mixing.     One  additional  lot  performed  50  percent  of  it*  era 
food  milling.    The  remaining  two  food  lota  utilised  too  services  of  a  local 
cooperative  food  mill,  thereby  eliminating  too  need  for  capital  investment  in 
food  processing  equipment. 

The  economics  of  integrating  feed  processing  with  ths  food  lot  operation 
has  previously  been  discussed.     Tha  fact  was  revealed  that  a  significant  por- 
tion of  tha  total  revenue  la  derived  from  the  mark-up  on  food.    Capital  in- 
vestment la  food  processing  equipment  la  undoubtedly  a  major  item  if  not  tea) 
paramount  one,  excluding  land,  in  determining  the  initial  coat  of  starting  a 
food  lot.    Brc India,  feed  lot  oanera  who  also  owned  or  mere  la  partnership 
with  local  feed  milla,  of  which  there  were  f oar  each  situations  in  tha  state, 
it  amy  be  safely  estimated  that  investment  in  feed  processing,  handling  and 
storage  facilities  on  the  remaining  lota  ranged  in  value  from  #ti,000  to 
$150,000*    It  would  bo  of  doubtful  value  to  prescribe  what  minimum  cost  might 
be  anticipated  here  in  view  of  tha  extreme  variation  from  one  baale  operation 


to  another.  A  general  observation  la  that  tba  most  thriving  feed  lota 
appeared  to  have  the  nost  complete  faad  processing,  handling,  and  storage 
facilities.  Obviously  capital  loveetaent  In  thia  11m  of  equipment  must 
ba  directly  associated  vita  tha  intended  faad  lot  capacity  and  also  be 
adaptable  to  expansion  ahould  the  future  faad  lot  capacity  ba  expanded. 

Tha  concluding  remarks  pertaining  to  tha  investment  In  capital  equip- 
ment can  ba  regarded  aa  a  description  of  the  alnlwin  ooat  of  starting  a 
corner cial  oattla  faad  lot  assuming  tba  following <  (1)  A  farming  enterprise 
Kill  not  ba  integrated  Kith  the)  feeding  operation}  therefore,  no  faad  grains 
or  roughage  will  ba  produced,  (2)  tha  land  investment  has  already  been  aada 
providing  for  only  that  land  necessary  for  pens  and  buildings,  and  (3)  all 
feed  will  be  purchased,  rendering  unnecessary  an  investment  In  feed  process- 
ing equipment. 

Starting  a  feed  lot  under  these  conditions  there  reus Ins  only  tha  in- 
vestment In  capital  equipment  eaeentlal  to  the  establishment  of  a  estop  of 
this  typa.  This  investment,  of  course,  pertains  also  to  tha  other  alterna- 
tive types  of  operations. 

Included  la  this  array  of  essential  capital  equipment  are  such  things 
act  3ulldlngs,  shads,  and  storage  structured  the  feed  lots  themselves 
demanding  fencing,  windbreaks,  faad  bunks,  hay  rack],  and  concrete  platforms 
la  sons  areas)  vehicles  Including  trucks,  traetorj,  and  wagons}  power  and 
water  facilities}  as  well  aa  ndseellaneous  items  of  which  an  adequate  cattle 
seals  should  not  be  neglected. 

It  is  not  the  purpose  of  this  study  to  relate  the  specific  needs  of  a 
particular  feed  lot  since  each  is  a  unique  system  In  itself  and  possesses 
distinct  characteristics.  The  specific  needs  of  tha  feed  lot  will  ba 
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expressed  as  the  operation  la  expanded.  As  an  exanple  of  this  statement, 
certain  building*  nay  at  first  bare  little  use  but  as  tb»  operation  grow  a 
need  for  office  apace,  a  repair  shop,  a  laboratory  and  possibly  a  treatment 
reoa  say  eaerge.  The  capital  invested  In  a  feed  lot  la  a  dynamic  phase  of 
the  business.  It  la  subject  to  considerable  variation. 

Land  and  capital  equipment,  the  two  main  categories  under  which  lie  the 
specif io  contributing  factors  to  be  regarded  In  estimating  the  cost  of  start- 
ing a  mi— mill  cattle  food  lot,  both  merit  equal  respect,  for  the  Influence 
each  baa  en  the  future  operational  practices  la  a  lasting  one* 

Thi*  discussion  of  the  cost  starting  a  commercial  cattle  feed  lot  will 
be  concluded  with  two  basic  principles  thai  cannot  be  lost  eight  of  In  the 
process  of  decision  aaking.  (1)  The  capital  investment  must  parallel  the 
Intended  feed  lot  capacity.  (2)  The  investment  In  capital  equipment  suet 
be  welched  against  tht  future  labor  coat  that  it  will  replace. 

Eatabliahlng  a  goal  before  establishing  a  feed  lot  will  enable  a  poten- 
tial operator  to  apply  the  facts  and  principles  herein  discussed  to  any 
particular  situation.  A  olear  understanding  of  the  problem  precipitates  a 
successful  application  of  the  solution. 

Appraisal  of  Operating  Costs  end  Income 

A  commercial  cattle  feeding  enterprise  la  characterized  by  a  certain 
baaie  cost  structure  that  may  be  need  In  ascertaining  profit  under  particular 
cost  and  prise  conditions.  A  typical  framework  will  be  developed  and  then 
applied  to  1956  costs  and  prices  making  use  of  various  average  figures  al» 
ready  established  and  presented  In  this  thesis.  An  estimated  profit  yield 
and  approximate  rate  of  return  en  investment  will  thus  be  determined  far  tola 


hypothetical,  but  nlmnt,  situation. 

The  16  feeders  intervened  ware  asked  to  estimate  their  total  annul 
expenditures  for  each  of  the  various  cost  items  associated  with  the  on— sr- 
clal  cattle  feeding  business.  Since  the/  Here  approximations  rather  than 
precise  figures  they  were  not  considered  to  be  accurate  enough  to  make  actual 
cost  comparisons  between  lota  of  various  sixes  and  levels  of  operation.  Lets) 
reporting  complete  cost  estimates  that  appeared  to  be  reasonable  vera  need  la 
deriving  average  costs  per  head  fed  In  a  vear.  From  these  lots,  costs  ware 
grouped  into  three  categories}  feed,  other  variable,  and  fixed.  To  further 
cheek  the  accuracy  of  these  respective  costs  per  head  fed,  prices  prevailing 
In  1956  ware  applied  to  a  hypothetical  feed  yard.  Comparing  the  reported 
computed  cost  psr  head  with  the  hypothetieally  applied  computed  cost  per 
head,  It  was  found  that  the  two  eases  ware  not  seriously  different  from  each 
other.  The  aodel  herein  developed  utilises  the  hypothetical!/  applied  feed 
prices  for  the  feed  cost  component,  and  the  reported  computed  other  variable 
and  fixed  eost  components. 

This  appraisal  considers  the  short-run,  regarding  certain  of  the  coat 
items  as  being  fixed  although  labor  la  classed  as  one  of  the  other  variable 
costs.  A  long-run  analysis  would  regard  all  In-put  factors  as  variable. 

It  la  recognised  that  the  two  major  factors  affecting  cost  per  head  are 
else  of  lot  and  degree  of  capacity  utilisation.  A  precise  coat  study  would 
exaaine  the  effect  each  has  en  per  unit  costs.  This  particular  study  was 
not  ao  designed. 

Total  costs  nay  be  categorised  under  three  fundamental  headings!  Feed 
costs,  other  variable  costs,  and  fixed  costs.  The  first  of  these  la  by  far 
the  major  cost  ooaponent,  comprising  from  80  to  95  percent  of  the  total  costs 


with  an  average  of  about  90  percent  for  to*  16  feed  lota.  Following  feed 
ooata  are  other  variable  ooata  (a  detailed  daaeriptlon  follow*)  which,  for 
tba  16  lota,  averaged  about  eight  percent  of  the  total  ooata  with  a  range 
among  the  lota  froa  four  to  15  percent.  The  least  important  contributor 
to  total  ooata  are  fixed  coata  which  comprised  an  average  of  about  two 
percent  with  individual  lota  reporting  froa  one  to  four  percent  of  the 
total  coata  attributed  to  fixed  ooata.  Applicable  percentagea  of  the 
three  component*  for  particular  feed  lota  depend  upon  aucU  thiuga  aa|  else 
of  lot,  capacity  utilisation,  relative  coata  of  the  Items  within  each  compo- 
nent, and  the  extent  of  hoaa  feed  production,  fcach  of  the  three  fundamental 
ooet  ecaponenta,  feed,  other  variable,  and  fixed  expenses,  can  be  examined 
and  further  broken  down  into  the  individual  iteaa  that  comprise  each  coapo- 


Feed  coata  axe  aade  up  of  grain,  roughage,  protein,  salt,  mineral, 
and  other  supplementary  feed  additivaa.  The  first  three  items  account  for 
practically  all  of  the  feed  coats  and  since  the  remaining  iteaa  are  often 
added  to  the  protein  eoata,  only  grain,  roughage,  and  protein  will  be 
oraainert  in  detail, 

1.  The  grain  portion  of  the  ration  la  the  moat  important  feed  cost. 
Under  1958  fsad  prices,  grain  accounted  for  about  77  percent  of  the  total 
east  of  a  typical  ration.  In  Kansas,  the  usual  feed  grains  used  are  corn 
and  alio  depending  on  the  relative  prices  of  the  two  grains. 

I.  The  roughage  portion  of  a  typical  ration  fed  in  1958  accounted 
for  almost  10  percent  of  the  total  feed  eoets.  The  ehlaf  roughages 
utilised  la  the  16  commercial  feed  lots  were  silage  and  hay.  Either  sor- 
ghum or  corn  silaga  and  a  combination  of  prairie  and  alfalfa  hay  were  used. 


so 

fceported  alio  Mr*  such  bulky  feeda  as  cottonaaed  halls,  bran,  dehydrated 
earn  sobs,  and  ground  wheat  straw. 

3.     Ibe  protein  portion  of  a  typical  ration  fad  in  1958  attributed 
•bout  13  percent  to  the  total  f eed  eoata.    Whereas  sons  food  lot*  used 
strictly  commercial  protein  supplemsnts,  most  of  the  yard*  mad*  bulk  pur- 
chases of  various  protein  feeds  including  ohlef ly  cottonseed  seal  and 
soybean  asal. 

The  second  f ondeaontal  cost  component  contributing  to  total  operating 
costs  is  otter  variable  costs  aside  frea  feed  costs.    This  component  la 
comprised  of  numerous  items,  each  of  which  la  subject  to  variation  as  the 
level  of  operation  on  a  given  lot  Is  varied.     Soae  of  the  major  items  la 
this  category  arei     Maintenance  and  repair,  straw  and  otter  bedding,  death 
loss  on  self -owned  cattle  and  those  fed  for  certain  packers,  veterinary  and 
medioal  expenses,  labor,  fuel  and  power,  and  transportation  costs.     These 
Items  combined  Bade  op  approximately  eight  percent  of  the  total  operating 
costs,  on  the  average,  for  the  16  feed  lots  In  1958. 

The  last  basis  eost  component  is  Bade  up  of  those  fixed  eost  items 
that  do  not  tend  to  vary  with  f luetuations  In  the  level  of  operation  on  a 
particular  food  lot.     Depreciation,  tans,  interest  on  investment,  and 
insurance  ars  the  primary  items  that  contribute  to  the  fixed  eost  component. 
Together  they  comprised  only  a  small  portion  of  the  total  operating  coats 
In  1958,  as  displayed  by  the  oenputed  average  of  stout  two  percent  for  all 
of  the  lots  reporting.    This  seemingly  trivial  percentage  la  subject  to 
considerable  variation  aaong  particular  lots  depending  principally  upon  the 
degree  of  capacity  utilisation.     The  total  income  of  a  commercial  yard  may 
be  derived  from  any  or  all  of  seven  different  sources. 
1*    Custom  fed  food  eost  remittal. 


2.    a  portion  of  the  other  variable  coats  component  Mid*  fron  feed 

eosts. 
3*     Xardag*  charges. 
It.     F**d  prio*  mark-up  (processing  and  handling  charge). 

5.  Charge  on  cattl*  fad  on  a,  par  pound  of  gain  basis. 

6.  3*1*  of  *elf-own*d  cattle. 

7.  Other  credita  auoh  aa  aanure,  hogs,  etc. 

Ta«  firat  fire  aouroes  pertain  directly  to  the  oosnvarclal  feeding 
of  cattla  whereas  the  last  two  are  either  the  speculative  venture  of  the 
food  lot  operator  or  the  indirect  benefit  of  the  custoa  feeding  phase  of 
the  enterprise. 

The  food  consumed  by  cattle  fad  on  a  custat  basis  la  aa  expense  of  too 
owner  of  the  cattle,     although  the  food  la  pre-f inanced,  of ten  In  aonthly 
tin*  periods,  by  the  food  lot  operator  the  full  coat  of  the  food  la  remitted 
by  the  cattle  owner.     Juat  aa  food  eoat  vaa  the  moat  important  component  on 
the  expense  aid*  of  the  accounting  ledger,  food  eoat  reaittal  la  the  primary 
item  on  the  iaoeae  side  of  the  lodger. 

including  food  coat,  there  la  aa  well  •  portion  of  the  other  variable 
coat  eoaponent  that  la  directly  remitted.     In  noat  oases  the  owner  of 
custoa  fad  cattle  was  billed  directly  for  veterinary  and  nodical  expenses 
incurred  and  for  straw  or  other  bedding  whore  uaod.     The  food  lot  owner, 
therefor*  la  fully  reimbursed  for  these  two  cost  item*  and  la  Justified  In 
•ntarlng  then  aa  incoate.    Thla  source  of  inccnn*  la  th*  least  significant 
of  the  seven  aa  revealed  by  th*  1958  average  value  of  about  50  cent*  par 
head. 

Xardage  charges  vary  fro»  lot  to  lot,  however,  the  most  frequently 


used  charge  was  fir*  cants  per  head  par  day.  Son*  other  lot*  oharged  up  to 
10  eoata  par  head  par  da/  aa  was  di*cu**ed  in  the  aaaUon  daallaf  »ith  typea 
of  contractual  arrangaaanta.     lardage  ebarga  aa  a  source  of  ineoM  la  •»- 
tinated  to  account  for  slightly  leas  than  half  of  the  actual  income  apart 
frcat  tha  nere  remittal*  previously  related.    Thl*  applies  only  to  the  euateai 
fad  oattla  that  are  contracted  under  thl*  tyre  feeding  arrangement. 

Under  tha  same  circumstances,  it  1*  believed  that  the  faad  price  Ban- 
up  for  handling  and  processing  account*  for  tha  remaining  actual  lnoeae 
(•lightly  over  half)  aside  froa  the  aera  realttala.     Specific  feed  handling 
and  processing  price  Bark-up*  reported  to  exist  in  1958  were:  Grain,  20 
cent*  per  hundredweight 1  hay,  $2.50  par  ton)  protein,  22.00  par  ton.    These 
Bark-up*  aay  not  be  typical,  however,  they  vara  found  to  exist  In  1958.    It 
is  asauaad  that  they  vara  representative  rates,  but  would  be  expected  to 
differ  significantly  anong  various  faad  lota  depending  in  part  on  their 
respective  yardage  eharga  rate*. 

The  only  direct  source  of  income  associated  with  custom  fed  oattla 
that  are  fad  on  a  charge  par  pound  of  gain  baaia  is  that  charge  Itself. 
There  are  no  direct  faad  and  other  variable  cost*  remittals,  no  yardage 
charge  rates  as  such,  and  no  feed  handling  and  processing  price  mark-ups 
par  sa.    Rather,  they  are  all  included  in  the  contracted  price  to  be  paid 
for  each  pound  of  gain  applied.    Packer  owned  cattle  ware  for  the  most 
part  fed  in  this  manner,  therefore,  lea*  than  10  percent  of  all  custom 
fad  cattle  in  Kanaaa  were  probably  so  fed  in  1958.    That  year,  in  tha  fall, 
tha  eharga  waa  about  22  centa  per  pound  of  gain  for  light  heifer*,  and  23 
to  2k  cents  per  pound  of  gain  for  steers.    Again,  these  rata*  apply  only 
to  a  given  age,  weight,  and  grade  of  cattle.     This  type  of  basic  contract 
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alii  fa*  compared  with  ths  yardage  eharge  plus  f •ed  prlos  mark-up  typa 
contract  from  a  coat-incoae-prof it  angle  at  ths  and  of  thia  aaction. 

Iba  two  Wtotl  aourcea  of  income  aaaooiatad  with  a  commercial 
eattla  faad  lot  are  not  directly  attributed  to  tha  custom  feeding  aapact 
of  tha  entsrpriss.  Thsy  may  ba  quits  influential  contributors  to  tha 
total  income,  however,  uncertainty  oharaotarisss  tha  firat  whila  un- 
willlngnsss  dominates  tha  sscond.  Profit  from  self-owned  oattla  01  hogs 
ana  credit  for  menurt  a*/  or  any  cot  ba  significant  income  contributors. 

speculation  and  aoonoaio  desirability  of  f sod  lot  capacity  utilisa- 
tion motivate  tha  inclusion  of  sons  aslf-cwcsd  cattls  feeding  la  sach  of 
tha  16  yards.  For  ths  state  in  1957  it  mounted  to  39.2  peroent  of  ths 
total  number  fsd  in  coamsrclal  food  lots.  Ths  cattls  prios  margin  dster- 
aines  tha  inooaa  sffset  of  this  phase  of  the  snterpriss.  since  ths  aargin 
Is  subject  to  unpredictable  fluctuation  ths  profit  derived  therefrom  any 
bs  large  or  it  nay  ba  ssall.  As  well,  it  say  fas  nsgaUra.  Undsr  conditions 
that  existed  in  1958  self -owned  cattle  fssding  would  have  bssn  ths  major 
contributor  to  inooaa  and  also  to  profit  for  the  lot  possessing  ths  average 
number  of  self-owned  cattle. 

Hog  fssding,  though  not  typically  associated  with  Kansas  ooaasrolal 
cattls  fssd  lots,  could  similarly  sxsrt  a  significant  sffset  on  ths  total 
ineoao.  As  a  complementary  phass  of  ths  eattla  sntsrpriss,  hogs  would  bs 
abla  to  dsrlT*  an  indirsot  bsnsf it  of  not  only  waste  fssd  utilisation  but 
labor  and  equipment  (fssd  proossslng  fscilitiss)  utilisation. 

Ths  Talus  of  manors  baa  previously  bssn  discussed.  As  a  contributor 
to  total  income,  manure  baa  In  general,  received  but  littls  attention  in 

Kansas  commercial  fssd  lots.  It  la  concludsd  that  aaaurs  production 


could  and  should  be  an  asset  to  the  enterprise.  As  such,  it  is  believed 
to  possess  «  potential  value  of  $1.00  par  head. 

Combining  the  coots  lneurrad  with  the  income  derived  in  the  commercial 
cattle  feeding  industry  •  baslo  framework  is  developed  from  which  the 
estimated  profit  margin  may  be  derived,  helatlve  prices  of  the  various 
cost  item*  and  income  contributor*  determine  mora  precisely  what  that 
margin  will  be  at  any  particular  time. 

It  la  the  economic  goal  of  the  faad  lot  operator  to  maximiie  aat 
profit.  At  his  disposal  are  several  methods  of  accomplishing  tola  goal. 
Prom  the  standpoint  of  income  ha  la  able  toj  regulate  the  yardage  charge 
rata,  adjust  the  faad  handling  and  processing  price  mark-up,  determine  the 
rata  at  which  cattle  fad  on  a  charge  par  pound  of  gain  basis  will  b* 
aeoaptad,  solicit  customers  aa  the  need  for  cattle  expresses  itself, 
control  the  number  of  self -owned  cattle  to  be  fed,  and  also  to  develop 
outlets  for  the  manure  produced  in  the  yard.  Only  by  closely  examining 
each  of  these  actual  income  contributors  can  the  faad  lot  operator  max- 
imise income. 

From  the  standpoint  of  ooats,  the  efficient  manager  has  a  oaa  control 
over  certain  of  the  variable  costs  and  an  indirect  Influence  on  fixed 
ooata.  Although  the  general  feed  price  level  cannot  be  manipulated  at 
will,  significant  savings  can  be  made  by  bulk  purchases,  forward 
contracting,  and  aggressive  bargaining.  Adequate  feed  storage  facilities 
and  professional  faad  baying  techniques  result  in  reduced  aoata  and  aa 
wall  emended  income  opportunities  through  resale  at  current  going  prices. 
Death  loaa  and  the  hidden  economic  losses  aseoeiated  with  inadequate 
disease  and  parasite  control  measures  may  be  decreased  considerably  by 
the  feed  yard  operators'  decisions.  The  variable  cost  component  la  alao 


affected  by  labor  efficiency  within  a  particular  feed  lot.  labor  effi- 
ciency la  In  turn  partly  determined  by  feed  yard  capacity  utillaatlon. 
Capacity  utilisation  azerta  lta  primary  influence  on  the  third  coat  conso- 
nant, namely  average  fixed  coat  items.  Depreciation,  taxes,  Interest  on 
investment,  and  insurance  per  head  together  are  more  affected  by  the  extent 
of  feed  yard  capacity  utilisation  than  by  any  other  single  factor.  Since 
these  cost  items  do  not  tend  to  change  as  the  level  of  a  given  operation 
is  varied  their  coat  as  a  part  of  the  total  ooata  is  smallest  when  the 
enterprise  ie  operating  near  full  capacity.  A  feed  yard  operator,  therefore, 
has  an  indirect  influence  on  fixed  eosta  per  head  aa  he  strives  to  maintain 
a  constant  operating  level  and  attempts  to  keep  the  yard  aa  near  full  aa 
possible. 

It  ia  apparent  that  profits  may  be  great  or  they  may  be  small  for  any 
particular  ecansrclal  cattle  feed  lot.  The  coate  incurred  and  the  income 
derived  in  a  commercial  cattle  feeding  operation  are  more  easily  understood 
if  they  are  applied  to  a  given  situation.  The  remainder  of  thie  section 
ia  devoted  to  accomplishing  that  purpose. 

Cost-Income-Prof it  Model 


Utilising  averages  for  various  items  derived  from  information  ob- 
tained from  the  lb  feed  yarda  a  somewhat  typical  hypothetical  commercial 
cattle  feed  lot  will  be  established.  Thia  representative  feed  yard  will 
serve  to  illuatrate  the  varioua  coats  incurred,  income  derived,  and  profite 
resulting  that  are  associated  with  a  commercial  feeding  operation.  Coat 
and  prioe  conditions  under  which  the  yard  will  function  are  those  that 
exieted  in  the  fall  of  1958.  Two  other  alternative  raethoda  of  feeding, 
from  the  standpoint  of  cattle  ownership,  will  then  be  presented  after 


which  a  typical  situation,  eoafcinlng  in  their  applicable  proportion*  the 
three  type*  of  f*eding  will  establish  an  estimated  profit  nargin  and 
raturn  on  inveetnent  for  tha  representative  lot  In  1958.     Hairing  analysed 
too  three  essential  feeding  *ystens  (two  basic  contract  types  and  tha 
self-ownership  aathod)  a  point  of  significance  regarding  the  two  basic 
typaa  of  contracta  will  bo  presented. 

Tha  following  factors  eharaotarlsa  the  hypothetical  yard  and  coet- 
prioa  conditiona  that  existed  at  that  timai 

1.  Food  lot  capacity,   (naxiaua  nmpbar  of  haad  that  can  ba  f od  at 
any  m  tine),  5*000.     (Average  for  tha  16  lota  w  5,206). 

2.  food  9,000  haad  par  year.     (Average  for  tha  16  was  9,210). 

3.  hat*  of  turnover ,  1.8  tinea.     (Sana  a*  tha  16  lot  average). 
u.     Cattle  roaaln  on  food  for  100  day*.     (Average,  90-120  daya). 

5.  Good  grade  feeder  cattle  weigh  In  at  800  pounds. 

6.  Choice  grade  elaughter  cattle  weigh  out  at  1,050  pound*. 

7.  Oain  250  pound*  In  100  day*,  therefore,  the  average  dally  gain, 
2.5  pound*. 

8.  Custom  fad  cattle  fad  on  a  charge  par  pound  of  gain  baal*  war* 
•o  fed  at  the  following  rat**j  heifer*,  22  cent*  par  pound  of 
galnj  steer*,  23-21*  eonta  par  pound  of  gain. 

9.  Tardage  charge  rata  for  other  euatoa  fad  cattle,  five  centa  par 
head  par  da/. 

10.  Food  price  nark-qp  rata*  for  handling  and  proooMlngi  grain, 
20    eonta  par  hundredweight)  hay,  12.50  par  ton|  protein, 
42.00  par  ton. 

11.  road  prlcaa  prevailing!  Corn,  $1.12  per  buehslj  alio,  $2.00 
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per  hundredweight;  hay,  *16.00  per  ton|  silage,  J6.00  per  tonj  and 
protein  supplement  with  certain  additives  included,  $70.00  per  ton. 
12.    Cattle  prices  prevailing!   800  pound  good  grade  feeders,  $2U.0O  per 
hundredweight!  1,050  pound  choice  grade  slaughter  cattle,  $26.00 
per  hundredweight. 
Under  the  above  listed  circumstances  a  more  detailed  examination  of 
the  cost  structure  of  a  ooraiercial  cattle  feeding  enterprise  is  facil- 
itated. First  costs,  then  income  will  be  evaulated  (Table  lit). 

Total  expense  is  oemprlsed  of  the  three  fundamental  cost  components 
previously  deseribedj  feed,  other  variable,  and  fixed  costs.     In  thii 
particular  ease  feed  costs  amount  to  88.8  peroent,  other  variable  costs 
8.5  percent,  and  fixed  costs  2.7  percent  of  the  total  expenses.    The  total 
cost  per  head  was  $58.60,  composed  of  152.00  for  feed,  $5.00  for  other 
variable  costs,  and  #1.60  for  fixed  expenses. 

Feed  cost  was  obtained  by  assuming  a  dally  ration  of  20  pounds  of 
grain  at  two  cents  per  pound  (1(0  cents  per  day),  10  pounds  of  roughage  at 
one-half  cent  per  pound  (five  cents  per  day),  and  two  pounds  of  protein  at 
3.5  cents  per  pound  (seven  cents  per  day).    Therefore,  52  cents  per  day 
tiass  100  days  results  In  $52.00  per  head  feed  oosts.    This  confutation 
was  reasonably  close  to  similar  estimates  obtained  from  the  16  feed  lota 
interviewed.     Because  It  was  in  line  with  their  estimates  it  was  con- 
cluded that  the  figures  obtained  relating  to  other  variable  and  fixed 
costs  could  be  considered  as  reliable  estimates  of  these  two  remaining 
cost  components.    Variable  costs  aside  from  feed,  therefore,  oonsisted  of 
maintenance  and  repair,  straw  and  other  bedding,  death  losses,  veterinary 
and  medical  expenses,  labor,  fuel,  power,  and  transportation,  accounted  for 
slightly  more  than  $5.00  per  head  as  a  16  lot  average.    This  model  assesses 


a  ooet  of  $5.00  par  toad  far  theee  other  variable  costa.    Fixed  eaata,  ooa- 
sisted  of  depreciation,  taxes,  interest  on  lnrestnent  mi  insurance,    flzad 
costa  amounted  to  slightly  leaa  than  41.60  par  haad  aa  a  16  1st  average. 
Again,  for  simplicity  thla  model  aaaaaaaa  a  Talae  of  U.60  par  toad  far  find 
costs.    Over-all  expenaea  on  a  par  baad  par  100  day  feeding  period  baala  la 
thua  *58.6o. 

Total  lnooae  la  derived  frea  tha  various  aooroaa  previously  described, 
namely,  faad  and  soma  ottaar  variable  coat  remittala,  yardage,  and  faad  priea 
mark-up.    Theee  items,  excluding  miscellaneous  credits  (manure,  hoga,  ate.) 
ara  naad  la  taa  initial  nodal  to  derive  total  income.    Parthar  expansion,  how- 
ever, considering  tha  tao  altarnatlTB  types  of  faadlag  aataeda  will  alao  taka 
lata  account  sale  of  solf -owned  cattle,  aad  tha  charge  on  eattla  fed  on  a  par 
pound  of  gala  baala.    For  tha  aoarnnt,  aad  far  tha  lnitUl  modal,  total  lncoaa 
par  toad  «aa  determined  to  to  162.95.    Of  thla  total  laaaaa  figure,  »S2.00 
ana  attributed  to  faad  coat  remittal,  50  eaata  to  a  portion  of  the  other 
variable  eaata  (veterinary,  medical,  and  bedding)  remittal,  $5.00  to  yardage 
charge  (fire  eaata  par  day  tlaaa  100  daye)  aad  $5.16  to  feed  handling  aad 
proceaaing  price  mark-up.    The  laet  lncoaa  aoaree  ana  the  major  contributor 
to  actual  Income  ever  mare  remittals,  naklng  op  somewhat  more  than  half  tha 
profit.    Thla  15.1(5  laaaaa  per  toad  aaa  eoapeeed  of  representative  mark-up 
rata*  applied  to  tha  respective  quantltiea  of  faeda  conauaed  daring  the  100 
day  faadlag  period'     Grain,  20  eaata  par  handredaeigh*  tlaaa  2,000  peoada 
(tft.00  per  head) 1  roughage,  $2.50  par  tea  tlaaa  1,000  panada  (81.25  par  toed)j 
protein,  10  eaata  par  hundredweight  tlaaa  200  pounda  (20  eenta  per  toad). 
Total  lneoae  derived  frea  the  fear  sources  for  a  100  day  feeding  paried  aaa 
thus  162.95  par  haad. 


The  difference  between  toUl  coats  and  total  income  waa  fit.35  par  head 
whloh  My  be  regarded  aa  profit  bef ore  taxea  an  paid.    The  total  profit  per 
year  for  the  food  lot,  assuming  all  oattle  custom  fad  on  a  yardage  plus  food 
prlea  mark-up  basis,  waa,  tharafora,  $39,150  (9,000  head  time  $k.35  par  head 
profit).     If  the  capital  value  of  the  feed  yard  la  set  at  1200,000  then  the 
annual  profit  derived  therafroa  would  yield  19,6  percent  return  on  investment. 
Though  not  determined  precisely  the  estimated  (200,000  value  of  the  hypothet- 
ical 5,000  bead  capacity  food  yard  la  believed  to  be  reasonable.     It  la  possi- 
ble  that  such  a  1st  could  bo  worth  core  or  it  ooujd  be  worth  lass  than  that 
amount.     Cne  of  the  16  lots.over  twice  tat  alao  of  tola  modal,  quoted  its 
value  as  being  $300,000  aa  did  another  that  waa  somewhat  larger  than  the  model. 
A  third  yard,  about  the  aaaa  ataa  aa  the  modal,  appraised  its  worth  at  $150,000 
depreciating  $15,000  par  year,  a  rata  of  10  percent.     Still  another  of  the  16 
lota,  over  three  time  a  larger  than  the  modal,  depreciated  itself  only  $11,000 
par  year.     Since  this  latter  lot  reported  no  depreciation  rata.  It  la  issiimsil 
that  either  a  Tory  small  rata  waa  applied  or  the  lot  waa  valued  at  consider- 
ably less  than  $200,000.     The  former  waa  more  likely  to  bo  the  aaaa.    General 
observations  such  aa  these  and  others  lead  the  author  to  believe  that  the 
estimated  investment  of  the  hypothetical  yard  la  in  line  with  current  values. 

The  initial  model,  thus  far  presented,  baa  considered  only  one  of  the 
throe  types  of  feeding  arrangeasnta  that  ware  commonly  found  to  exist  la 
commercial  food  yards.     It  concerned  the  most  prevalent  type  }  namely,  cuetam 
feeding  on  a  yardage  charge  plus  food  handling  and  processing  price  mark-up 
basis.    The  two  other  types  arej  custom  feeding  on  a  charge  par  pound  of  gain 
basis,  and  feeding  self-owned  cattle. 

Of  the  three  methods,  ouatom  feeding  on  a  charge  per  pound  of  gain  basia 


la  recent  years  hat  played  the  smallest  role.     Generally,  only  paoker-cwned 
cattle  were  contracted  on  this  basis.     In  1957,  approximately  11  parent  of 
all  cattle  fad  In  commercial  yards  were  owned  by  packers.     Qf  this  11  percent, 
It  la  eatlaatad  that  the  balk  vara  owned  by  certain  packers  whc  contracted 
cattle  to  be  Tad  only  on  •  charge  par  pound  of  gain  basis  such  that  about  10 
percent  of  all  cattle  fad  la  on— irolal  yards  In  1957  vara  ao  contracted. 
Under  this  system  and  in  accordance  with  the  assumptions  already  established, 
total  costs  par  head  for  a  100  day  feeding  period  and  200  pounds  of  gain 
would  remain  at  $58.60,  the  composition  of  whleh  la  the  sum  as  under  the 
initial  nodal  analysis.    The  previous  income  sources  evaluated  in  that  nodal 
are  here  eliminated.     Instead,  there  exists  only  one  primary  lneoae  source 
whleh,  In  effect,  combines  income  components,  covers  cost  components,  and 
includes  the  margin  of  profit.    The  charge  par  pound  of  gain  applied  to  cattle 
so  contracted  la  adjusted  so  as  to  accomplish  this  goal.     In  the  fall  of  1958 
cattle  ao  contracted  ware  fed  at  a  charge  of  22  cents  for  half  era  and  23-2JU 
cents  per  pound  of  gain  for  steers.     The  uppermost  figure,  2U  cents,  will  be 
utilised  here  In  illustrating  the  profit  margin  since  the  cattle  being  fed  In 
this  nodal  are  of  heavier  weights  and  would  be  expected  to  make  more  costly 
gains.    Total  laeone  la,  therefore,  the  result  of  290  pounds  of  gain  tinea 
2l»  cents  par  pound,  or  |60  par  head.    The  difference  between  total  Income 
(|60)  and  total  oost(;5o.6o)  Is  the  profit  per  head  before  taxes  (U.bO  per 
head).     If  all  of  the  cattle  had  bean  fed  on  this  basis  the  total  annual  in- 
come before  taxes  would  have  been  J12,6O0  (9,000  head  tines  $1.1(0  per  head 
profit).    Sate  of  return  en  the  1200,000  investment  would  thus  have  been  6.3 
percent,  about  one-third  aa  much  as  in  the  Initial  nodal. 

To  illustrate  a  point  that  will  be  expanded  upon  later,  one  assumption 
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la  the  shore  sst  of  elroumstanoea  will  be  varied)  namely,  the  average  dally 
gain.     First,  to*  assumed  2.5  pounda  par  day  average  gain  rill  be  increaeed 
to  2.6  pounda  par  day,  thua,  260  pounds  of  gain  In  100  day*  ratbar  than  250 
pounds.     This  alight  ineraaaa  of  one-tenth  pound  par  head  par  day  or  10  pounda 
par  head  par  feeding  period  yields  the  following  result.     Total  income  par 
head  la  now  (62.1)0,  therefore,  profit  before  taxes  par  hsad  is  now  13.80 
($62.li0  nlnus  $56.60).    Total  annual  profit  before  taxes  Is  now  531*,200  (9,000 
head  times  $3.80  par  head),  yielding  a  17.1  percent  rata  of  return  on  a 
1200,000  investment,  only  slightly  under  that  which  was  derived  In  the  initial 
model  (19.6  percent), 

A  further  laemass  In  the  average  daily  gain  of  a  mere  0.05  pound  to  the 
preceding  rats  of  2.6  pounda  results  In  an  *f*n  greater  profit  than  that 
derived  In  the  Initial  model.    At  a  present  2.65  pounds  psr  day  average  gain 
for  100  days,  a  total  gain  of  265  pounds  par  head  would  be  added.     This  is 
just  15  pounds  mors  par  head  than  was  Initially  assumed.     Total  lnoome  par 
head  would  now  ho  $6 3.60  (265  pounda  tlra>s  2L  esnts  per  pound),  therefor*, 
profit  psr  hsad  before  taxes  would  be  »5.00  ($63.60  minus  $58.60).     Total 
annual  profit  before  taxes  would  ha  $«5,000  (9,000  hsad  times  $5.00  par  head 
profit),  yielding  a  22.5  percent  rat*  of  return  on  a  $200,000  investment, 
algnlf ioantly  more  than  that  anion  mas  derived  in  the  initial  modal  (19.6 
percent) . 

Total  costs  war*  maintained  constant  In  the  previous  two  examples  infer- 
ring that  feed  oasts  war*  not  lnoreaaed  aa  the  total  gains  war*  upgraded 
allghtly.    This  aasumption  Is  Justified  In  the  light  of  two  factors.     The 
prescribed  ration  la  coneidered  sufficient  to  aecompllah  gains  at  either  2.5 
or  2.65  pounds  per  day  for  the  weight  of  cattle  being  fad,  depending  to  a 


considerable  extant  on  the  feeding  ability  of  the  yard  operator  and  as  well 
on  the  Inherent  ability  of  the  cattle.  Furthermore,  the  alight  15  pounds 
difference  between  the  two  rates  of  gain  for  a  100  day  feeding  period  la  not 
to  large  aa  to  result  in  any  draatle  increase  in  the  total  amount  of  food 
consumed  given  a  lass  flexible  feed  conversion  ratio  for  a  particular  lot  of 
cattle. 

The  most  re-waling  point  extracted  from  the  foregoing  analysis  of  two 
types  of  cattle  feeding  that  oould  exist  in  a  commercial  feed  yard  la  not 
necessarily  the  apparent  high  rates  of  return  on  investment  derived  under 
1958  cost-price  conditions  but  rather  the  relative  differences  between  these 
two  methods  of  custom  feeding.  Hors  specifically  the  Important  differences 
between  these  two  basie  types  of  contracts  is  now  mora  easily  seen.  The 
popular  arrangement  involving  a  yardage  charge  pins  faed  price  nark-op  is 
observed  to  be  lass  dependent  upon  the  ability  of  the  yard  operator  as  an 
efficient  cattle  feeder  than  is  the  lass  commonly  usad  charge  par  pound  of 
gain  type  contract.  In  the  latter  case  the  profit  margin,  and  in  turn  the 
rata  of  return  on  Investment,  la  determined  almost  entirely  by  how  wall  the 
faed  lot  operator  aeoompliahaa  the  goal  of  economizing  the  rata  of  gain  and 
feeding  efficiency.  Associated  with  this  type  arrangement  would  be  a  greater 
Incentive  to  minimise  waste  feed,  instill  in  the  labor  crew  proper  feeding 
and  healing  practices,  reduce  death  loss  and  hidden  economic  losses  due  to 
Inadequate  routine  dlaaaaa  and  parasite  control  programs,  formulate  the  sort 
profitable  ration  possible  both  from  the  standpoint  of  nutritive  value  and  by 
utilising  the  most  economical  alternative  ingredient  a  aa  baaed  on  relative 
prices  in  different  time  periods,  and  various  other  practices  that  would 
enhance  rata  of  gain  and  feeding  efficiency.  This  doss  not  infer  that  cattle 
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fed  on  »  yardage  charge  plus  f eed  price  mark-up  basis  do  not  receive  adequate 
attention  from  the  food  yard  operator.     On  tho  contrary,  in  aoat  of  the  16 
lota  observed  the  oattle  ware  all  given  equal  attention.     It  cannot  be  over- 
looked, however,  that  the  incentive  to  produce  la  considerably  greater  in  tba 
one  eaaa  than  in  the  other.     It  la  probable  that  if  a  substantial  proportion 
of  the  profits  were  derived  from  oattle  fed  on  a  charge  per  pound  of  gain 
baeio  an  even  greater  effort  would  be  made  to  maximise  rate  of  gain  and  feed- 
ing efficiency.     This  being  the  case,  it  anat  be  concluded  that  if  rates  are 
accurately  determined  and  adjusted  a*  often  aa  the  oost-price  conditions 
change  significantly,  then  the  charge  per  pound  of  gain  type  contract  is  mere 
deeirabla  and  equitable  than  the  yardage  charge  plus  feed  handling  and  proc- 
essing price  mark-up  type  contract.    The  infrequent  use  of  the  former  in  1958, 
ezeept  when  so  en— ended  by  certain  packers  along  with  the  over-whelming 
popularity  of  the  latter  contractual  agreement,  further  indicates  that  the 
charge  per  pound  of  gain  type  contract  waa  currently  de-emphasised  by  most 
feed  lot  operators. 

A  further  extension  of  the  initial  model  and  assumptions  previously 
established  will  serve  to  illustrate  the  exceptionally  favorable  cost-price 
conditions  that  existed  in  1958  for  the  oattle  feeding  industry  in  general. 
A  substantial  portion  of  the  cattle  fed  in  commercial  oattle    feed  lots  la 
Kansas  were  the  investment  of  the  feed  lot  operator  himself.     Self-owned 
cattle  accounted  for  38.2  percent  of  the  total  number  fed  In  commercial  yards 
in  1957.    'or  simplicity  sake  the  model  now  to  be  constructed  will  assume 
that  in  1956  the  proportion  of  self-owned  cattle  amounted  to  10  percent  of 
the  total  number  fed  in  commercial  yards.     Before  constructing  this  final 
nodal,  which  will  be  a  typical  situation  In  that  the  approximate  proportions 


of  the  various  typee  of  feeding  netaods  will  be  applied,  a  lot  in  which  all 
9,000  of  the  cattle  fad  ware  self -owned  will  be  examined.     It  ia  recognised 
that  such  an  arrangement  would  not  have  been  considered  a  commercial  feed  lot 
under  the  definition  uaad  in  thie  study  but  it  ia  presented  here  for  111 ns- 
trative  purpoaea.     The  initial  per  head  invests*  nt  in  feeder  cattle  waa  ((192 
(800  pounds  times  2i»  oenta  per  pound).     Total  investaant  in  the  1,050  pound 
•laughter  cattle  100  days  later  waa  *250.60  per  head  (4192  initial  ooat  plus 
456.60  feed,  other  variable,  and  fixud  costs).     Total  income  derived  from  the 
sale  of  choice  grade  slaughter  cattle  waa  $273  per  head  (1,050  pounds  tises 
26  cents  per  pound).    Profit  per  head  before  taxes  waa,  therefore,  $22.1j0 
(J273  total  income  minus  £250.60  total  axpenaes).    Total  annual  profit  before 
taxea  waa  1201,600  (9,000  head  timee  «22.1|0  profit  par  head),  yielding  10.5 
percent  rate  of  return  on  a  11,928,000  lnreataant.     Investment  here  includes 
the  purchase  of  9,000  head  of  feedera.     It  ia  noteworthy  to  mention  that  a 
profit  of  S1.U0  per  head  under  similar  conditions  would  have  resulted  if  no 
margin  had  existed.     That  ia.  If  feeder  cattle  ooat  2k  oanta  p»r  pound  and 
they  sold  far  2k  oenta  per  pound  aa  fed  cattle  100  days  later  they  would  still 
have  derived  a  profit  of  „1.1j0  per  head. 

The  final  modal  may  be  regarded  a a  a  typical  oasmsrelal  cattle  feed  lot 
operating  under  the  same  assumptions  aa  the  foregoing  examples,  therefore, 
under  approximate  conditions  that  existed  in  1958*     In  this  model  appropriate 
proportions  of  the  previously  discussed  methods  of  feeding  will  be  considered. 
The  breakdown  on  the  three  types  of  feeding  for  the  same  hypothetical  feed 
yard  ia  as  follows;     Custom  cattle  fed  on  a  yardage  charge  plus  feed  h»«n4nt 
and  processing  price  mark-up,  50  percent j  custom  cattle  fed  on  a  charge  per 
pound  of  gain  basis,  10  percent)  aelf-owned  cattle,  liO  percent.    Applying 


these  percentages  to  the  respective  total  annual  profit*  before  tax**  result* 
In  •  total  annual  profit  oaf  era  tazaa  for  th»  tjrpioal  commercial  eattla  lead 
yard  of  *1D1,I»75  which  wold  yield  ll.lt  percent  rata  of  return  on  a  *«91,20O 
investment.     Investment  here  Include*  the  purchase  of  3,600  bead  of  self-owned 
feeder*. 

The  Initial  aodel  1*  ahown  in  Table  lit,  whereaa  the  four  alternative 
raanlt*  with  respective  annual  profit*  before  tan*  and  the  estimated  rata* 
of  return  on  investment  are  exhibited  in  labia  IS. 

UUU3I3  OF  SUUQHTJiH  CATTU  DISPOSITION  METHODS 

Oeneral  Comment* 

On*  of  the  meat  important  functions  associated  with  an/  livestock  pro- 
ducing enterprise  is  the  marketing  phase  of  the  boainaa*.     In  the  eattla 
feeding  industry  the  alert  and  efficient  feedere  who  have  successfully  accom- 
plished the  technical  objective  of  economy  in  rat*  of  gain  and  feeding 
efficiency  on  their  cattle  are  confronted  with  still  another  goal.     Their 
final  objective  la  to  obtain  the  highest  possible  price  for  their  finished 
cattle.    To  treat  this  final  phase  of  the  production  process  lightly  1*  In 
effect  off-setting  the  previous  effort  of  successfully  feeding  the  eattla. 

In  commercial  feed  yarda  the  task  of  Marketing  was  usually  left  up  to 
the  owner  of  the  cattle.    In  some  cases,  and  where  customers  so  desired,  the 
feed  lot  operator  would  assume  the  responsibility  of  marketing  or  at  least 
advise  and  assist  the  cattle  owners  in  accomplishing  the  marketing  function. 
read  yard  operator  a'  self -owned  cattle  ware  generally  marketed  by  the  opera- 
tore  own  efforts. 
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Various  alternative  types  of  marketing  channele  frequently  exist  la  a 
given  cm  enabling  •  comparison  and  selection  of  the  most  profitable  en*  at 
any  given  time.     It  la  necessary  for  the  cattle  owner  to  ob Jectlvely  compare 
the  alternative  market  agenda*  at  hia  diapoaal  so  that  en  each  occasion  the 
■oat  profitable  outlet  la  being  utilized. 

Before  discussing  too  various  types  of  marketing  channels  a  comparison 
of  the  two  basic  conditions  of  livestock  sales  will  ba  nade.     The  traditional 
live-grade,  weight,  aad  estimated  yield  was  observed  to  be  far  nore  popular 
in  oommercial  yards  than  the  controversial  earoaaa  grade,  weight,  and  actual 
yield.    Foar  of  the  16  feed  lot  operators  praierred  the  latter  whereas  the 
other  12  Indicated  a  preference  for  the  traditional  live-weight  basis.     The 
four  that  praf erred  the  carcass  sals  method  believed  that  froa  their  experi- 
ence the  method  netted  them  greater  returns,  resulted  In  a  more  objectively- 
arrived  at  price,  and  waa  particularly  nail  adopted  to  disposing  of  ill-marked 
cattle.     They  further  agreed  that  carcass  selling  waa  most  effective  If  an 
established  outlet  could  be  developed  resulting  In  a  more  oonflmed  faith  and 
trust  la  a  particular  packer.    To  establish  such  an  outlet  they  felt  that  It 
waa  necessary  to  hare  a  large  enough  seal*  of  operation  so  a*  to  enable  the 
shipment  of  a  somewhat  constant  supply  of  cattle.     Having  onoe  established 
such  an  outlet,  however,  the  four  feeder*  were  convinced  that  packers  ware 
able  to  make  a  aero  accurate  appraisal  of  their  etoek  aad  that  payments  then 
remitted  ware  mere  nearly  representative  of  th»   true  value  of  the  cattle.     In 
the  long  run,  the  four  feeders  concluded,  greater  profit  waa  derived  by  the 
carcass  grade,  weight,  end  actual  yield  method  of  selling  cattle. 

la  contrast,  aeet  of  the  12  ether  feeder*,  who  preferred  live-weight 
selling,  viewed  the  carcass  method  with  dlotaste.    Several  of  the  12,  however, 


did  feel  that  tha  carcaas  system  of  wiling  would  increaee  In  popularity  in 
tha  futura,  and  that  if  thalr  own  embryonic  oparatlona  war*  developed  auch 
that  •  greater  volume  and  nor*  oonaUnt  aupply  could  be  providad  auch  that  a 
raputabla  outlet  could  ba  aaUblishad,  than  carcaas  MlUng  would  ba  mora 
appealing.  Aa  particular  aituationa  presented  themBelvee  In  tha  fall  of  1958, 
however,  tha  12  feedero  raaaonad  that  in  carcaas  grade,  weight,  and  /laid 
eellingj  tha  value  of  the  cattle  la  not  ascertained  until  after  they  are 
slaughtered  which  makes  it  futile  to  proteat  and  impossible  to  withhold  tha 
cattle,  carcaas  grade a  applied  are  too  variable  and  lacking  In  objectivity, 
retuma  In  eoae  eaaea  where  the  ayetem  had  bean  triad  proved  disappointing, 
the  cattle  owner  la  at  tha  mercy  of  the  paakara  coca  the  cattle  have  been 
committed,  and  that  tha  poeaibllity  of  "overselling"  a  lead  of  cattle  la  cur- 
tailed. Carcase  grade,  weight  and  actual  yield  aathed  of  ealllng  cattle  lends 
ltaalf  to  tha  coaaiareial  feed  yard.  A  concentration  of  fad  cattle  la  a 
natural  attraction  for  packera  seeking  a  constant  source  of  aupp3y.  That 
eaae  packer  la  a  natural  potential  outlet  for  cattle  feeders  seeking  to  eatab- 
liah  this  type  relationahip  and  tha  essential  faith  and  trust  that  it  entails. 

■o  estimate  aa  to  the  respective  proportions  of  each  eye ten  of  selling 
f iniahed  cattle  froa  commercial  jrarda  aae  obtained,  however,  it  amy  ba  safely 
concluded  that  by  far  the  greatest  bulk  of  than  were  aold  an  a  live-weight, 
grade,  and  eatlaated  yield  basis.  Although  a  probable  snail  number  (Informed 
guess  would  be  about  eight  percent  in  1957)  of  tha  total  cattle  aold  from 
commercial  yarde  ware  marketed  en  a  carcass  baaia,  two  of  the  16  feed  lata 
dlapoeed  of  meat  of  thalr  cattle  la  thia  manner.  It  la  probable  that  a  con- 
eiderably  larger  chare  of  tha  cattle  fed  In  the  commercial  feeding  industry 
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vara  so  marketed  than  would  be  true  for  the  over-all  cattle  feeding  industry 
la  Kansas.    Tola  belief  arises  from  the  fact  that  only  0.3  percent  of  all 
steers  and  heif ors  marketed  in  Kansas  in  1956  vara  sold  en  a  carcass  basis 
according  to  Norton  (5).     Ho  apparent  trend  can  herein  be  established. 

Scats  of  the  advantagea  of  the  carcass  method  of  selling  arei     Top  quality 
properly  handled  and  fad  cattle  are  aora  apt  to  realise  their  fall  T»lue  la 
Tien  of  preTlous  studies  indicating  that  packer  buyers  tend  to  under  value 
upper  grade  cattle,  whereas  they  over  eatiaata  lover  grade  cattle;  injured, 
grubby  and  bruised  cattle  are  assessed  accordingly,  therefore,  rather  than 
passing  on  these  losses  to  all  oattle  owners  aa  a  uniform  antioipatadloas 
packers  could  place  the  burden  on  the  shoulders  of  those  who  contribute  the 
loss)  though  carcass  grading  any  not  bo  objective  It  la  a  aero  accurate 
indication  of  quality  and  value  than  live  grade  estimating,  In  that  It  la  a 
final  appraisal. 

Soma  of  the  major  disadvantages  of  carcass  selling  aret  Uncertainty  aa 
to  the  value  of  a  load  of  cattle  until  after  they  are  slaughtered  results  la 
an  unwillingness  to  so  coar.lt  theaj  the  time  lapse  from  sale  to  payment 
remittal  la  an  untraditional  element  of  the  marketing  process)  the  element 
of  mistrust  of  the  packers  appraisal  by  the  oattle  owner  initially  prevails} 
various  marketing  institutions  would  bo  forced  to  either  adjust  their  exist- 
ing structure  and  function  or  to  curtail  their  operations. 

Live-weight  selling  has.  In  the  peat,  dominated  the  oattle  marketing 
procedure  and  will  likely  continue  to  do  so  in  the  immediate  future  et  least. 
Carcase  methods  of  selling  are  not  here  discarded  aa  being  unlikely  alterna- 
tives.    In  fact,  aa  commercial  oattle  feeding  expands  It  la  anticipated  that 
carcass  selling  will  exert  a  greater  influence  on  the  livestock  marketing  structure 
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then  It  has  In  recent  years. 

Transportation  methods  uaad  In  hauling  livestock  im  previously  dis- 
ouaaad.  To  briefly  reiterate  tba  altaatlon  aa  It  partalnad  to  tha  16 
commercial  faad  yarda  In  1957,  It  will  ba  raeallad  that  both  receiving  and 
shipping  cattle  vara  eharaotorlcad  by  a  Majority  through  trucking  rather  fian 
by  rail.  Wharaaa  65.7  paroant  of  tha  feeders  vara  received  by  trunk  and  3U.3 
vara  received  by  rail,  ahlpnanta  of  fat  cattla  oat  of  tha  yarda  Mr*  75.2 
paroant  by  truck  and  2lu8  paroant  by  rail* 

Gradea  of  Finlahad  Cattla 

Tha  varioue  alaughtar  gradaa  at  which  cattla  vara  marketed  from  ir— at 
cial  yarda  in  1957  ara  llluatratad  in  Fig.  5. 

Almost  90  paroant  of  tha  finlahad  cattla  vara  either  choice  or  good  In 
1957.  Choice  grade  alaughtar  cattle  vara  tha  aost  frequently  reported,  in 
that  they  ooapriaad  1»8.5  paroant  of  the  total  number  eold  fro*  ooanerolal  faad 
yarda.  Finlahad  cattle  grading  good  acoountad  for  laO  paroant  of  tha  total, 
standard  5.9  paroant,  commercial  3.9  paroant  and  prime  1.7  paroant.  Tha 
breakdown  la  quite  typical  of  tha  situation  exlatlng  on  Beat  of  tha  individual 
lota,  although  It  would  ba  and  was,  In  eoae  instances,  altered  depending  on 
tha  prevailing  oonditiona  at  any  given  let  with  regard  to  grade  and  weight  of 
feeder*,  and  length  of  feeding  period  moat  of tan  encountered. 

Tha  national  trend  of  eonauaera  prof erring  aore  low-choice  and  top-good 
gradaa  of  fed  beef  over  other  gradaa  will  likely  continue  in  the  future.  The 
ultimate  objective  of  feeding  cattle  la  to  satialy  the  consumers  wanta.  If 
a  high  standard  of  living  prevails  in  tha  future  and  the  current  shift  away 
from  both  excessively  finished  and  underf inished  low  quality  beef  continuee, 
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Fig.  5.     Proportions  of  slaughter  cattle  marketed  from  commercial  feed 
yards  in  Kansas,   sold  at  various  slaughter  grades,  1957. 

It  i»  upaetrt  that  fad  cattla  of  tba  good  and  ebole*  grate*  will  ba  la 
graatar  teaand.    ltd*  appanattowad  should  furthar  stlamlata  aon  abundant 
faadlag  of  boaf  cattt*  ad  la  ton  tka  continuad  axpcnaicn  of  cattla  faadlng 
la  coawarclal  lota.    As  a  "era  objactiTa  grading  ajilaa  la  oavwlopad  catUa 
faadars  will  ba  aran  tatur  •qulppsd  to  tetania*  how  long  to  faad  and  whan 
to  aarket  tbalr  catUa,  la  thair  attsapt  to  fulfill  tba  ulUaat*  goal  af  sat- 
isfying tba  ccnamer. 

Markatlag  Channels  Daad  la  Disposing  of  Finished  CatUa 

Mast  local  anas  and  a*  wall  aoat  of  th*  16  coaaarcial  faad  lata  ban 
at  tbalr  disposal  rarloa*  altanatln  cattla  aarkat  outlats.    a*  praTioualy 
atatad,  cattla  oanar*  an*t  evaluate  each  outlot  with  which  ba  la  oonfroatad 
at  any  given  tla*.    Tba  aarit*  of  a  particular  outlat  aay  change  onr  a  period 


M3 


of  time  when  it  la  viewed  in  relation  to  other  prospective  marketing  agencies. 
To  bo  taken  into  account  arc  such  things  mi  distance  from  the  market  and 
transportation  costs,  degree  of  competition  at  tho  market,  prevailing  fed 
cattle  prions  in  varioua  market  areas  relative  to  each  other,  the  extant  to 
which  bargaining  is  permitted,  too  combined:  marketing  costs  sad  charges  aaao- 
elatad  with  the  various  agencies,  the  reputation  of  the  particular  agency 
considered,  sad  in  the  ease  of  carcass  selling,  the  length  of  time  involved 
in  payment  transmittal.    Applying  these  considerations  on  each  occasion  of  a 
cattle  shipment  will  facilitate  an  accurate  appraisal  and  sound  comparison  of 
various  marketing  channels  at  any  given  time.     Avon  in  the  event  that  a  trust- 
worthy market  outlet  has  been  established  this  type  comparison  should  be  made 
periodically,  reassuring  the  cattle  owner  that  he  has  settled  on  the  best 
possible  cutlet.     If  he  discovers  that  the  situation  has  changed  ainee  arriv- 
ing at  his  conclusion  he  should  not  hesitate  to  consider  changing  himself  to 
the  more  profitable  market.    Although  most  alert  and  efficient  cattle  feeders 
arc  aware  of  these  facts,  many  are  hesitant  and  reluctant  to  reorganise  their 
traditional  visws. 

The  various  types  of  cattle  market  outlets  regarded  in  Vila  study  weret 
Terminals,  auctions,  direct  to  packer  sales,  contract  fed  for  packers,  local 
livestock  dealers,  and  order  buyers.     The  moat  frequently  patronised  market 
for  disposing  of  finished  cattle  was  the  terminal  which  accounted  for  56.6 
percent  of  the  total  number  sold  from  coamisrolsl  yards  in  1°57  (Table  lb). 
That  same  year  direct  to  packer  sales  ware  the  second  most  prevalent  method 
of  fat  cattle  disposal  attributing  23.2  peroent  to  the  total  sales.     Follow- 
ing these  two  ayatems  was  the  proportion  that  were  contract  fed  for  packera 
which  accounted  for  11  peroent  of  the  total.    Auctions  accounted  for  8.5 


labia  16.     Proportions  of  slaughter  cattle  «old  from  commercial  cattle  feed 
Tarda  la  Kan— a,  aooordlm  to  the  marketing  ohanasle  use d.  1957. 

Typo  of  Marketing  agency  Daad 

i  i  i  Contracti  i  it 

t  i  Direct  tot  fed  far  t  t  Local    i  Order  t 

Measurement  iTorminali  packar      t  packer    i  Auctlom  daalar  i  buyer  t    Total 
I  j B^ E^ 2 1 ^£ y_ 

P«ro#nt  of 
total  56.6  23.2  11.0  8.5  0.5  0.2  100.0 


percent,  local  daalara  0.5  percent,  and  ordar  buyers  0.2  paroant  of  tba  total 
number  of  eattla  told  froa  commercial  faad  lota  In  1957. 

Although  terminal  markets  vera  tba  major  outlet  for  fad  cattle  disposals 
froa  eoaaeroial  yards  paokere  definitely  were  a  major  outlet  if  both  direct 
to  paeker  aalea  end  those  oontraot  fed  for  paokera  are  eoabinad.    Their  re- 
epeotiva  proportions,  56.6  percent  as  ooapered  to  e  aoabioad  jlt.2  percent, 
account  for  slightly  over  90  percent  of  all  ooaaercial  yard  aarketings  of  fad 
eattla.    An  illumine ting  point  la  the  fact  that  peckers  play  such  an  influen- 
tial role  in  the  ooaaereial  feeding  industry  in  Kanaaa.    The  situation  was 
substantially  different  in  1956  with  regard  to  alaughtar  steer  and  heifer 
Marketings  in  the  state  aa  reported  by  Norton  (5).     In  that  study,  which  was 
intended  to  relate  livestock  aarketing  practices  used  by  Kanaaa  faraara  In 
general,  it  was  discovered  that  of  tba  total  number  of  slaughter  steera  and 
heifer a  marketed  by  Kanaaa  faraara  only  0.8  percent  were  chipped  direct  to 
packers  while  terminals  received  89.5  percent,  auctions  8.1  percent,  lira- 
stock  dealers  O.U  percent,  and  other  agendas  1.2  percent.     It  aay  readily  be 
obaerved  that  Kansas  faraara  in  general  were  far  laaa  inclined  to  snip  slaugh- 
ter steers  and  heir ere  direct  to  packers  la  1956  Usui  were  eattla  owners  who 
utilised  the  eerricea  of  a  commercial  feed  yard  in  1957.     Tba  extreme 
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difference  bitmn  0.8  percent  la  the  fonrer  earn  and  23.2  percent  (or  3U.2 
percent  If  contract  fed  far  pecker  cattle  are  included)  In  the  latter  aaaa  la 
aa  indication  that  commerical  feed  yard  expansion  will  be  aaaoclatad  with  a 
similar  axpaaaioo  in  the  proportion  of  fad  slaughter  cattle  sold  diract  to 
paekars.     It  will  ba  noted  that  in  aaeh  eaae  auctions  and  local  livestock 
dealers  exerted  approximately  the  same  influence  whereas  terminal  livestock 
markets  absorb  the  most  aignlfleant  discrepancy  (89.5  percent  for  all  Kansas 
farmer*  aa  compared  to  56.6  pereent  for  the  16  commercial  cattle  feed  yards). 
additional  implications  of  slaughter  cattle  disposal  aethoda  will  he  dis- 
cussed in  the  concluding  section  of  this  analysis. 

State  of  Destination  of  Finished  Cattle 

Just  aa  numerous  states  supplied  the  feeder  cattle  that  entered  commer- 
cial feed  yards  in  Kansas,  a  variety  of  states  also  received  the  finished 
cattle  ready  for  slaughter.     In  the  analysis  of  feeder  settle  procurement  the 
actual  state  of  origin  was  not  ascertained  with  absolute  certainty  since  only 
the  stats  of  tha  final  transaction  aaa  traced.    By  the  same  token.  In  this 
analysis  of  slaughter  cattle  disposition  the  ultimate  state  of  destination 
cannot  be  established  with  positive  assurance  since  only  the  state  of  1 irst 
sale  was  reported.    The  true  picture  of  the  actual  state  of  destination  may 
therefore  be  different  than  the  initial  state  of  destination. 

Slnee  most  of  the  finished  cattle  were  shipped  either  to  terminals  or  to 
paokers  it  would  be  expected  that  of  those  shipped  to  terminals  a  consider- 
able portion  may  have  been  purchased  by  order  buyers  and  chain  packers  who 
further  transferred  them  to  a  variety  of  other  states.     Those  sent  direct  to 
paekare  would  likely  have  been  slaughtered  at  the  initial  site.     Slnee  most 


of  the  packers  frequented  vara  not  far  removed  and  ainea  ths  terminals  utl- 
llsad  vara  generally  in  Miaaouri,  Kansas,  Oklahoma  and  Colorado,  it  would  ba 
anticipated  that  those  states  would  receive  tha  groataat  volume  of  initial 
slaughter  cattle  abipmenta.  The  four  states  combinad,  (Mlaeourl,  Kanaaa, 
Oklahona  and  Colorado)  accounted  for  97.9  percent  of  tha  total  volume  of 
initial  fad  cattle  marketing  from  commercial  faad  lota  in  Kanaaa  in  1957 
(labia  17). 

Tha  proportion  going  to  Mieaouri  was  influenoad  by  tha  fact  that  moat 
of  tan  patroniaad  terminal  markets  vara  thoaa  at  Kanaaa  City  and  St.  Joseph, 
Fleeouri.  Oklahoma  City  and  Denver  terminal  markets  likewise  received  sub- 
stantial proportions  of  the  cattle  marketed  in  each  of  these  two  atataa.  It 
la  believed  that  tha  O.n  percent  that  were  initially  snipped  to  California 
doaa  not  truly  represent  tha  proportion  of  cattle  finished  in  Kanaaa  oommer- 
oial  faad  lota  that  ultimately  roach  tha  Southwestern  areas  of  tha  country. 

Changes  reported  to  have  occurred  in  recent  years  with  regard  to  tha 
method  of  slaughter  cattle  disposition  in  tha  commercial  cattle  feeding 
industry  indicates  that  there  waa  a  relationsnip  between  the  initial  state  of 
destination  and  the  type  of  aarketing  channela  utilised.  Several  of  tha 
changes  revealed  by  acme  of  the  16  feeders  werei  A   shift  from  one  terminal 
market  to  another  in  one  instance,  a  developing  fat  cattle  market  at  a  local 
auction  in  another  case,  the  greater  prevalence  of  packer  buyers  in  the  eyes 
of  another,  and  a  switch  to  grade  and  yield  carcass  selling  and  direct  to 
packer  sales  on  another  lot.  the  net  effect  cannot  be  determined  but  it  la 
believed  that  packara  have  exerted  an  increasingly  important  effeet  on  commer- 
cial cattle  feeding  in  recent  years  at  the  expense  of  some  other  outlets. 
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Table  17.    Initial  state  of  destitution  of  finished  slaughter  cattle  marketed 
from  oos—rolal  food  lot*  in  Ken— s.  1957.  

Initial  stats  of  dastlnatlon  i  Percentage  roooivod 


Missouri  59.J, 

Kansas  21.2 

Oklahoma  10.5 

Colorado  6.6 

Texas  0.6 

Nebraaka  0.5 

California  o.U 

lorn  0.k 

Illinois  Q.2 


Total 
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IMPLICATIONS  OF  CUhhtHT  TKiiNDS  IN  GCMMihClAL 

CATTU  FfcfcDItfO  IN  1UN5AS 

Dispersed  throughout  this  analysis  have  been  numeroua  implications  that 
are  associated  with  the  growth  and  development  of  the  commercial  cattle  feed- 
ing industry  in  Kansas.     It  is  the  purpose  of  this  section  to  relate  these  1st. 
plications  and  to  point  out  the  offset  they  nay  have  on  the  future  development 

of  commercial  cattle  feeding. 

Growth  Stimulating  Factors 

Listed  below  are  a  auabor  of  stimuli  that  have  been  extracted  from  fore- 
going Motions  of  analysis.     Bash  point  will  be  expanded  in  an  attempt  to 
reveal  Its  significance  insofar  as  it  Influences  the  growth  of  coaucaroial 
cattls  feeding. 

Irrigation  and  Feed  Supplies.  Expanaion  in  the  commercial  cattle  feed- 
ing industry  was  found  to  bo  associated  with  the  simultaneous  development  of 
Irrigation  as  indicated  by  the  relatively  greater  rat*  of  growth  of  each  la 


the  western  half  of  the  state  than  la  eastern  Kansas.  The  mora  aUbla  f aad 
grain  supply  resulting  froa  newly  Irrigated  lands  places  cattle  feeders  la 
*  Mora  aware  position  and  also  oreates  a  greater  eoaparatlva  advantage  in 
theM  areas  for  tha  feeding  of  cattle.  In  addition  to  the  sure-crop  effect 
that  Irrigation  has,  atill  another  future  possibility  exists  that  would  place 
Kanaaa  In  an  even  aora  etrateglc  position  with  regard  to  cattle  feeding.  Sur- 
plus stores  of  wheat  that  have  been  produced  in  the  raoant  past  could  feasibly 
find  their  outlet*  in  the  feeding  of  livestock  in  the  future.  Though  tradi- 
tionally a  bread  grain,  wheat  la  an  efficient  feed  grain  and  has  been  fed  in 
tha  paat  when  price  relationships  were  such  aa  to  favor  It. 

reader  Cattle  Supply.  In  the  heart  of  tha  Oreat  Plains  and  adjacent  to 
the  vast  Weatern  rangelanda,  feeder  cattle  sources  are  usually  not  too  far 
removed  froa  Kanaaa  feed  lota.  For  thia  raaaon  there  la  little  need  for 
Kanaaa  cattle  feeders  to  hesitate  to  expand  operations  insofar  aa  locating 
cattle  to  fill  their  lota.  A  relatively  greater  advantage,  froa  the  stand- 
point of  feeder  cattle  supplies  and  transportation  coats,  la  enjoyed  by 
Kansas  operators  than  the  nore  removed  corn  bait  feed  lota,  prospective  cus- 
toaera  for  coaaerelal  feed  yards  could  be  assumed  to  be  aora  prone  to  frequent 
a  nearby  lot  than  one  a  considerable  distance  away. 

Economies  of  Scale,  a  typical  f Ira  la  characterised  by  decreasing  per 
unit  average  coats  up  to  a  certain  point,  after  which  theaa  operating  eoate 
tend  to  rlee.  Although  average  eoat  curves  for  various  siaa  operations  la 
tha  coaaerelal  cattle  feeding  Industry  war*  not  apeeif lcally  derived  In  this 
study,  it  is  safe  to  aasums  that  the  claaaical  example  of  decreasing  than  In- 
creasing average  coata  would  basically  apply  to  any  given  feed  yard.  Tha 
eatlaated  annual  coata  for  various  items  reported  by  the  16  feeders  ware  not 
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considered  to  be  accurate  enough  approximations  to  safely  establish  the  opti- 
■a  level  of  operation  for  a  given  feed  lot.  If  a  particular  leed  lot  is 
operating  in  the  range  of  decreasing  average  coete  farther  expansion  is  eco- 
nomically feasible.  At  the  optima  level  of  operation  average  costs  would  be 
at  their  ■* »<■«-,  Further  expansion  than  would  result  la  increasingly  higher 
average  costs.  The  enterprise  operating  in  the  decreasing  arerage  eoet 
range*  ae  many  of  the  16  were  believed  to  be  doing  according  to  their  reported 
relatively  low  capacity  utilizations  particularly  in  the  an— er  months,  prob- 
ably could  lower  costs  by  wore  complete  utilisation  of  their  capacity.  In 
general,  a  large  scale  one— mill  feed  yard  weald  bo  expected  to  achieve  lower 
average  cost  conditions  than  a  — slier  food  yard.  However,  this  study  did  not 
investigate  economies  of  seals. 

Slaughter  Cattle  Outlets.  Kansas  is  surrounded  by  —  jot  taralaal  live- 
stock aarkate  and  as  well  has  convenient  access  to  many  largo  and  snail  pack- 
ing plants.  Population  expansion  in  the  Southwest  provides  an  area  of  expand- 
ing demand.  The  coansrelal  cattle  feeding  industry  in  Kansas  is  not  expected 
to  suffer  from  a  lack  of  market  outlets  relative  to  other  areas.  A  logical 
assumption  is  that  where  concentrations  of  eattls  exist,  market  outlets  for 
those  cattle  are  likely  to  follow.  Ths  implication  here  is  that  if  cos— rcial 
eattls  feeding  continues  to  expand  aa  it  baa  in  ths  paat  10  years  it  would  be 
anticipated  that  new  packing  plants  nay  possibly  bo  sst  up  ia  those  areas  of 
particularly  heavy  concentrations  of  finished  eattls. 

Packers  Influence.  Aa  indicated  by  ths  large  proportion  of  fed  eattls 
sold  direct  or  contract  fed  to  packers  (3u.2  percent  combined)  In  ths  coaner- 
cial  feeding  industry  as  compared  to  the  situation  for  farmer  f eedere,  packejs 
do  have  a  significant  effect  on  ths  future  development  of  the  industry.  If 
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packers  continue  to  find  coanercial  yards  satisfactory  for  feeding  their  own 
cattle  they  are  expected  to  exert  a  greater  influence  la  the  future.  Direct 
selea  to  pecker*  la  itself  lndloataa  a  likely  reorganisation  of  the  present 
cattle  narkstlng  structure.  It  also  reveals  toe  fact  that,  In  addition  to 
coumerclal  yards  appealing  to  packers,  direst  sales  are  highly  retarded  by 
contracted  cattle  owners.  This  is  due  in  part  to  the  desire  by  packers  to 
establish  a  constant  supply  of  fed  cattle  which  they  can  «ore  readily  accom- 
plish with  the  existence  of  the  oaosaereiel  cattle  feeding  industry  than  with- 
out it.  A  probable  eventual  result  of  this  antual  relationship  could  asaa 
■ore  stable  seasonal  cattle  prices  which  would  in  turn  reduce  aueh  of  the 
risk  Involved  in  cattle  feeding. 

Expansion  of  Co— orclal  Cattle  feeding  Itself.  As  the  system  of  contract 
feeding  expands  it  baa  a  self-catalysing  effect.  A  local  concentration  of 
commercial  yards  say  develop  a  widespread  reputation.  Moat  of  the  16  yards, 
it  will  be  recoiled,  relied  chiefly  on  personal  contacts  and  promotion  by 
word  of  south  to  fill  their  particular  lots.  It  definitely  had  an  effect  as 
shown  by  the  tremendous  rate  of  expansion  within  the  Industry  in  Kansas.  This 
indicates  that  expansion  in  the  ccsnerolal  cattle  feeding  industry  is  acaewhat 
self-st Isolating. 

Reduced  Risk  and  Profit  Motives.  Host  commercial  cattle  feeders  inter- 
viewed in  tola  study  did  not  hesitate  to  iaply  that  the  business  was  a  profit- 
able one.  Recognising  the  fact  that  Interviews  were  conducted  in  the  fall  of 
1958,  with  particularly  favorable  cost-price  conditions  prevailing,  it  is 
nevertheless  concluded  that  the  eosneroial  cattls  feeding  business  is  gener- 
ally a  profitable  one.  This  reason  will  stimulate  further  expansion  on  al- 
ready established  lota  and  aa  well  the  development  of  acre  new  lots.  The 
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fact  that  financial  risk  la  dispersed  among  a  number  of  Individual!  results 
1b  laai  need  for,  but  mora  readily  available,  finance  credit.  Financing  an 
investment  la  a  great  deterrent  to  ranv  operations,  however,  when  that  invest- 
ment la  distributed  among  a  number  of  individuals  it  an/  be  more  eaaily  aceom- 
pliahed.  Keduced  financial  risk  cannot  help  but  bolatar  the  development  of 
the  commercial  cattle  feeding  industry. 

Population  and  Level  of  the  economy.  With  population  increasing  at  a 
relatival/  feat  rata  and  forecast  to  continue,  and  in  view  of  the  increased 
demand  far  beef  relative  to  pork  it  la  anticipated  that  the  quantity  of  beef 
demanded  in  the  future  will  increase.  Along  with  the  fact  that  consumers  have 
gradually  acquired  a  teste  preference  for  fed  beef  it  ia  concluded  that  cattle 
feeding  in  general  will  of  necessity  increase  to  scat  too  deaand.  when  the 
level  of  tho  eeonoay  and  the  general  standard  of  living  are  high  consumers 
are  able  to  and  do  satiaf y  their  taste  pref sreoces.  a,  sufficient  lneosat  tends 
to  stimulate  a  shift  from  pork  to  beef  consumption,  and  aa  income  increases 
even  more  a  usual  tendency  is  to  purchase  higher  quality  beef.  The  implica- 
tion hers  is  that  if  the  general  level  of  tho  economy  remains  high  the  commer- 
cial cattle  feeding  industry  can  be  expected  to  expand  relatively  faat.  Tho 
commsrolal  cattle  feeding  industry  is  thus  soon  to  bo  stimulated  to  further 
ezpanaion  by  numerous  factors. 

(irowth  Inhibiting  Faotors 

h vide nee  sot  forth  in  this  study  tends  to  favor  the  continued  expansion 
of  commercial  cattle  feeding  in  Kansas.  a  search  for  growth  Inhibiting  fao- 
tors reveals  but  a  few  and  oven  they  are  regarded  as  loss  significant  in  their 
affect  than  most  of  the  stimulating  faotors  Just  discussed. 
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Malta  for  a  Partloular  Feed  lard.    Conditions  ef footing  individual  lot* 
and  mm  of  the  I— m  by  tia  16  feeders  Interviewed  regarding  their  on 
lladtational  factors  was  dlscu»eed  In  the  ooctlon  rotating  finding  and  oper- 
ational practice ■.    It  will  be  recalled  that  some  individual  Tarda  fait 
Halted  from  farther  expansion  doe  to  various  of  the  following  reasons  re- 
ported} land  unavailability,  dif floulty  In  obtaining  competent  labor  or 
management,  Inadequate  cattle  supply  and  number  of  euatoware  at  times,  Insuf- 
ficient financing,  and  scarcity  of  scat  feed  components  In  the  area  at  times. 
It  waa  previously  stated  that  these  factors  are  not  all  regarded  here  aa 
firmly  grounded  limitations!  features  and  particularly  If  they  are  applied  to 
the  commercial  feeding  Industry  In  general,    a  given  lot  may  be  Inhibited  la 
expanding  beyond  a  certain  optimum  level  of  operation  by  dia-eoonomiss  of 
seals.    It  is  not  believed  that  any  of  the  16  Kansas  lots  were  maximum  else 
operations  In  an  economic  sense. 

future  Technological  Developments.    If  future  technology  develop*  alter- 
native methods  of  obtaining  the  desired  quality  of  beef  without  having  to 
produce  it  in  a  feed  yard  it  would  be  agreed  that  eomaereial  cattle  feeding 
would  have  a  din  future,    u  an  example,  one  might  visualise  a  neat  tender- 
lxing  and  flavoring  process  that  could  be  applied  to  lower  quality  beef  with 
the  result  that  it  fulfill*  consumer*  demand  for  lean  yet  tender  beef.    How- 
ever, each  a  development  might  have  a  stimulating  effect  on  the  commercial 
cattle  feeding  Industry,  if  it  were  necessary  to  apply  the  technique  to  at 
leant  law  good  grade  short  fed  cattle.    This  would  most  likely  be  the  case  if 
such  a  practice  were  developed.    Commercial  feed  let  expansion  would  not  then 
be  Halted  but  rather  its  present  purpose  and  basic  structure  would  be  some- 
what changed. 
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Packer  Owned  Feed  larda.    The  extant  and  trend  of  paekara  la  Kansas 
oimlng  their  am  feed  lota  and  feeding  only  their  era  cattle  la  not  presently 
known  with  any  certainly.    The  practice  la  known  to  exist  and  It  la  believed 
that  where  It  doaa  exist  It  apparently  la  successful.    If  packer  owned  feed 
yards  predominate  la  tie)  future,  It  la  reasonably  safe  to  asanas  that  lessees* 
clal  faod  yard  expansion  would  be  inhibited. 

Possible  Self-Deotraetloa.    There  la  ao  reason  to  beliare  that  the 
eoawerelal  cattle  feeding  industry  will  subait  to  self-destruction  bat  there 
are  several  potential  detriaontal  forcee  inherent  to  the  enterprise.    Unsat- 
isfactory service  to  customers  would  ham  the  aaae  effective  word  of  mouth 
publicity  only  resulting  in  aa  opposite  effect  an  the  development  of  the 
industry  than  that  prevloualy  preeentod.    Not  exerting  a  aincere  effort  toward 
acconpliahing  the  goal  of  economising  rata  of  gala  and  feeding  efficiency  la 
one  way  to  aecoapllah  the  ill-effect.     The  popular  yardage  charge  plus  food 
price  markup  type  contract  la  florlWo  enough  ao  that  It  could,  indiacriad- 
nately  bo  taken  advantage  of  at  the  expense  of  another  diaaatiaflod  customer. 
A  high  atandard  of  ethlce  and  a  sincere  devotion  to  service  an  aseuaed  to 
prevail  throughout  the  consorciul  cattle  feeding  induotry  In  Kenees  at  the 
preeent  Una.    The  entry  of  an  unscrupulous  operator  into  the  industry,  though 
ha  night  not  long  remain,  would  iapart  coos  ill-effect  on  the  Industry  aa  a 
whole.    It  la  felt  that  eonpetltlon  within  the  induotry  safeguards  It  against 
its  own  self-destruction  through  reasono  oinilar  to  those  aoggaotad. 

The  over-all  conclusion  la  that  the  four  growth  Inhibiting  feetora 
indicated  above  do  not  exert  a  significant  influence  on  the  probable  future 
development  of  commercial  cattle  feeding  la  Kansas* 


Ul> 


Probable  Future  Development 

Continued  growth  and  expansion  appear*  to  be  in  star*  for  tha  industry 
aa  a  whole.    Tata  will  result  fro*,  tha  expansion  of  already  established  lota 
•a  veil  aa  the  development  of  aore  no*  lota.    Moat  rapid  rat*  of  expansion 
will  tak*  place  la  the  western  half  of  the  state,  aa  It  haa  la  the  paat  five 
years,  because  of  tha  enhanced  feed  grain  eupply  locally  produced  la  that  are* 
due  to  the  simultaneous  development  of  Irrigation. 

The  typical  feed  yard  Hill  b*  a  specialised  unit  owned  by  two  or  aore 
parti**  aad  often  financially  obligated  to  or  la  agreement  with  large  or  mil 
feed  manufacturers  and  praoaaaora  or  paakera.     It  1*  expected  that  tha  packer 
owned  *bar*  of  the  auatoa  fed  cattle  will  lncrea—  at  the  expense  of  tb* 
portions  owned  by  ranchers  or  faraara  and  by  livestock  dealera. 

Auctions  will  continue  to  dominate  aa  the  method  of  feeder  cattle  pur- 
chasing. 

Of  the  two  basic  types  of  eontraota  tha  yardage  charge  plus  feed  han- 
dling and  processing  price  mark-up  type  will  continue  to  bo  tb*  most  popular 
for  a  considerable  length  of  tine.     It*  popularit/  la  expected  to  decline  aa 
the  Industry  becomes  more  competitive,  giving  way  to  tha  charge  par  pound  of 
gain  method  of  feeding  whioh  1*  recognised  a*  the  aore  equitable  of  the  two 
aad  singled  oat  for  it*  Incentive  produoing  qualities. 

tenacity  utilisation  and  rate  of  turnover  in  the  lota  will  be  increased 
aa  yard  operators  succeed  la  filling  their  lota  throughoat  the  entire  year. 
It  is  anticipated  that  the  typical  specialised  feed  lot  will  not  be  crop 
integrated  but  rather  will  confine  it*  efforts  to  tb*  cattle  feeding  enter- 
prise, depending  on  forward  baying  and  local  contracting  of  feed  supplies 


us 


needed.  Kanure  accumulation  and  lta  disposal  will  caass  to  ue  a  problem  when 
faad  yard  operators  oonvinca  Kansas  farmers,  and  In  particular  looal  crop 
producer*,  that  manure  haul  1  ng  and  application  la  tins  wall  apant.  Although 
hag  feeding  Is  expected  to  expand  In  western  Kansas  moat  commercial  oattls 
feed  lot  opsratora  will  not  integrate  the  two  antarprlsss.  ihose  that  do 
will  raallia  additional  long-run  security  and  onhanoad  profits. 

Ths  profit  margin  on  custom  fad  oattls  will  bo  rsduoad  as  tna  industry 
becomes  mors  competitive  within  itself  and  as  larger  ners  off ioiaatlgr  operated 
feed  yards  develop. 

larainal  livestock  markets  will  continue  to  occupy  the  doainant  position, 
aa  an  outlet  for  oattls  fad  in  comoarcial  yards  in  ths  1— arilite  future. 
avantaslly  their  role  will  be  taken  over  by  tna  ooabined  direct  to  pecker 
amiss  and  contract  fad  for  packer  finished  cattle  movements.  Auctions  are 
expected  to  increase  their  share  somewhat,  particularly  in  wsstsrn  teases, 
ant  will  not  nova  out  of  their  present  fourth  place  position  for  a  consider- 
able length  of  ties. 

It  is  concluded  that,  since  growth  stlaulating  1'actore  far  out-weigh 
growth  inhibiting  factors,  both  in  number  and  in  signit'ieanoe,  future  expan- 
sion in  the  co— arcisl  cattle  feeding  Industry  in  Kansas  amy  be  expected. 
Iha  implications  that  are  associated  with  this  growth  will  tend  to  reorganise 
the  present  basic  framework  of  the  livestock  marketing  structure  in  Kansas. 
Some  marketing  agencies  will  be  affected  adversely  whereas  others  will  be 
enhanced,  ths  process  of  development  will  require  various  adjustments  on  the 
part  of  those  adversely  affected  interest  groups.  <iow  willing  they  are  to 
adjust  to  these  changes  will  determine  how  adverealy  they  are  affected. 
Commercial  cattle  feeding  itself,  however,  appears  destined  to  expand. 
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SUKKARI  AID  CONCLUSIONS 

The  recently  deYeloping  change  la  the  organisation  and  structure  of 
agricultural  production  and  marketing  techniques  baa  Implanted  an  ewareneea 
la  tha  lvlada  of  may  reaeerchera  and  othar  lntaraat  groupa  of  tba  urgent 
naad  for  dlaeoreriag  tba  cauaae,  forma,  and  implications  of  ttaaaa  otaaagaa. 
In  ordar  to  kaap  abraaat  of  tha  ebangee  and  to  allow  propar  adjuetaenta  to 
ba  aada  where  needed,  tt  la  eaeentlal  to  thoroughly  explore  each  ef  tha 
wieua  component  loduatrlaa  within  agriculture.     It  ma  tha  purpose  of  thia 
etudy  to  ao  examine  tha  commercial  oattla  f aadlag  iaduatry  a»  it  axlatad  la 
Kanaaa  la  1957.    A  aoaaaraial  oattla  faad  lot  was  daf load  aa  oaa  la  which  a 
portion  of  tha  aattla  fad  in  that  lot  were  owned  by  an  ©uteide  party  and  taaa 
vara  fad  on  a  contract  or  custom  baaia.    Ona  of  tha  adraatagaa  of  aueh  an 
oparatlon  la  tha  distribution  of  riak  and  financial  imraataant.    Thara  wara 
16  auch  anlta  oparating  in  Kanaaa  la  1957,  aach  of  which  ma  peraonelly 
intarriawad  la  tha  fall  of  1958.    Tha  atudy  ma  lntandad  to  inwatigate  tha 
eoaaarelal  aattla  faadlag  lnduetry  ao  aa  tot 

1.     Determine  tha  extant  and  trend  of  ooaawrelal  aattla  faadlag  In 


2.  liatabliah  tha  oaaarahip  atatoa  of  tha  yard  and  equipment  and  of  tha 
aattla  being  fad. 

3.  Aaalyaa  feeder  oattla  procurement  Mthoda. 
It.  Coapara  feeding  and  operational  praoticea. 

5*  Appralee  tha  coat  structure  of  tha  enUrpriee. 

6.  iiplore  alaaghtar  cattle  diapoaition  isathoda. 

7.  amain*  tha  laplleatlona  of  current  txenda. 
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The  f ladings  war*  enlightening  la  many  respects  and  should  enable  Kansas 
farmers  to  foresee  oncoming  tronds  and  also  assist  various  interest  groups 
within  the  production  and  aarkatlag  structurs  to  aaka  prapar  adjustments.  Tba 
highlights  of  tho  analysis  ara  bast  aaaaarlaad  according  to  tha  Initial  ob- 
Jectivss  aat  out  to  ba  accompli shad. 

axtont  and  trand  of  Coaaarolal  Cattla  Feeding.  Of  tha  390,000  haad  of 
aattla  fed  in  all  Kansas  lota  In  1957,  Ut7,8«e  haad,  or  37.9  paroant  aara 
fad  In  tha  16  eoaaarelal  faad  yards,  oy  tha  aaaa  tokan,  la  Uh&,   of  tho 
«68,000  haad  of  oattla  fad  in  all  Kansas  lots  than,  2«,6oo  or  5.2  paroant 
aara  fad  In  tha  thraa  eoaaaroial  faad  yards  that  existed  la  that  yaar .  Tha 
nuabor  of  aattla  fad  In  eonaarsUl  lota  lacraasad  501  paroant  froa  19U6  to 
1957.  Thara  aara  obvious  aaetlonal  growth  diffarancos  observed  within  tha 
•tata  with  regard  to  rata  of  expansion.  Of  tha  16  aoaaarolal  faad  yards 
operating  In  1957,  nine  vere  la  western  and  seven  la  eastern  Kansaa.  That 
yaar,  although  declining  la  tha  nuabor  fad,  tha  seven  Kaatarn  lota  eoaprlaed 
56.6  paroant  of  tha  total  wharaaa  tba  nine  Wastorn  area  lots  fad  U3.lt  paroant 
of  tha  total  fad  in  tba  16  ooablaad.  Tba  nuaber  of  eastern  lots  increased 
aost  froa  19«8,  then  thraa  In  nuaber,  to  1953  when  tba  seventh  lot  waa  estab- 
lished. Tha  number  of  Hoatem  lota  increased  aost  froa  1953,  than  thraa  la 
nuabor,  to  1957  at  which  tins  tho  ninth  lot  waa  established.  Thara  waa  found 
to  bo  an  apparent  relationship  between  tha  simultaneous  development  of  Irri- 
gation In  was tarn  Kansas,  and  tha  rata  of  expansion  of  commercial  aattla 
faadlng  in  that  area. 

Ownership  Status  of  lard,  fcqulpaaat  and  Cattla  Fad.  Thara  vara  f our 
single  owner  units,  five  partnerships ,  and  seven  incorporated  oaamarelal  lota 
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in  1957*  The  fact  was  established  that  corporation  Una  in  Kaaaaa  did  net 
af fact  or  «pplj  to  the  beef  cattle  feeding  industry.  Of  the  cattle  fad  In 
coamercial  faad  yarda  In  1957*  the  feed  lot  owner  or  operators  tbeaaeleee 
owned  JB.2  peroent  while  livestock  daalara  eontraatad  28.7  parcant,  ranchera, 
and  femora  20.5  parcant.  paakara  11.1  parcant,  and  others  including  local 
bnalnsseaen  1.5  paroont.  It  was  concluded  that,  although  year  to  year  »ari- 
ations  existed,  tha  anount  paekara  ham  fad  una  gradually  increasing. 

reader  CaUla  Procurement  Methods.  It  vaa  observed  that  the  Mat  popu- 
lar method  of  tranaportatioa  of  eattla  ma  by  truck  rather  than  by  rail.  Of 
tha  feeder  eattla  received,  65.7  percent  were  trucked  in  while  3i*.  3  percent 
•ere  delivered  by  rail.  Similarly  for  the  finished  slaughter  cattle  ahlpped 
oat,  75.2  percent  ware  trucked  out  whereas,  21.8  percent  ware  sored  out  of 
ecaawrelal  yarda  by  rail.  The  prepertiona  of  self -owned  feeder  eattla  pur- 
ehaaed  through  Tarloua  marketing  ebananla  la  1957  mm|  auctions,  *5.5  pereent| 
peraonal  at  the  ranch  purchases,  29.5  parcontj  terminals,  11.7  percent;  order 
buyers,  7.9  peroenti  and.  local  livestock  daalara,  5.i»  percent.  Kansas  itself 
accounted  for  about  half,  or  U9  percent  of  the  total  number  of  aelf -owned 
feeder  eattla  proeurasaata  by  eoaaarelal  lot  operators  in  1957.  Oklahoma  and 
Texas  followed  aa  state  sources  of  feeders  with  12.7  and  11.3  percent  respec- 
tively. Other  states  patronised  by  —  irolal  feed  yard  operators  for  feeder 
cattle  pwxohaaea  w  ere  Arkansas,  Louisiana,  Colorado,  Tennessee,  Mloateolppl, 
Nebraska,  lien  Mexico,  Wyoming,  and  Hesouri.  A  aiaila  pattern  existed  far 
tha  custom  fed  cattle  placed  in  commercial  yarda  although  fewer  atates  were 
represented  and  alao  Oklahcam  and  Texas  accounted  far  relatively  mere  of  the 
custom  fed  eattla  than  of  tha  self -owned  eattla  la  1957. 

feeding  and  Operational  praotleos.  The  two  basic  types  of  coatracta 
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that  «m  found  to  exist  erei     (a)  yardage  charge  of  fro*  five  to  10  oenta  per 
need  par  day,  plus  feed  handling  and  proceeaing  priea  nark-up  and  (b)  charge 
par  pound  of  gala  baala.    Ttaa  former  was  wore  popular  and  commonly  uaad  for 
■oat  custom  fad  cattle  axoapt  acme  of  the  larger  peekara.    Over  $0  paraont  of 
ttaa  cattla  were  fad  on  that  baaia.    Ttaa  Utter  type,  oharga  par  pound  of  gain, 
ia  regarded  aa  a  more  aqaitabXa  type  contract  la  that  It  la  mora  incentive 
producing. 

Varioua  alias  of  lota  ware  observed  among  ttaa  16.    Xtaalr  average  par  lot 
acraaga  devoted  to  pens  and  bulldlnga  was  59.5  acres.     Their  average  food 
yard  cattla  holding  capacity  was,  5,206  head  with  a  turnover  of  1.6  times  ttaa* 
ttaa  average  number  fad  par  year  per  lot  was  9,21*0  head.     It  was  established 
that  from  70  to  110  head  of  cattla  may  bo  aa  eatimate  of  ttaa  approximate 
number  per  aero  of  pens  and  bulldlnga.    Outelde  pens  vara  uaad  by  all  of  ttaa 
feed  lata,  holding  about  156  head  par  poo  with  aa  average  of  about  30  pens 
par  lot. 

seven  of  the  16  yard*  owned  or  leased  crop  land  oa  which  these  seven 
raised  ii.6  percent  of  the  grain,  54.8  percent  of  the  silage,  and  16.8  percent 
of  the  hay  they  fad  in  their  lota.     Ttaa  average  aaount  of  crop  land  for  the 
eeven  lota  was  1,111  acres  per  operation. 

It  waa  concluded  that  only  oa  those  lota  that  were  crop-integrated  waa 
the  fall  value  of  the  manure  produoad  realised  since  they  oould  apply  It  to 
their  own  or  leased  crop  land.  On  numerous  other  lota,  aanura  waa  either  a 
liability  or  It  contributed  nothing  at  all  to  the  incoae  of  the  enterprise. 

Coat  Structure  of  tee  Anterprt.ee.  a  cost-ineceie-prof  it  model  was  estab- 
lished assuming  conditions  that  prevailed  In  1956,  frost  which  waa  derived  the 
fact  that  In  that  year  at  leaat,  commercial  cattla  feeding  waa  a  relatively 


profitable  business.  It  mm  also  discovered  t ron  this  modal,  that  too  charge 
par  pound  of  gain  typo  contract  bad  equally  aa  much  potential  for  favorable 
profit  Margins  aa  the  yardage  oharga  plus  feed  nark-up  type,  however,  it  aore 
readily  assured  toe  cuatoa  cattle  owner  that  his  cattle  would  be  bandied  so 
aa  to  obtain  — ss—  gains. 

Slanghter  Cattle  Disposition  Wctaoda.  The  average  length  of  feeding 
period  for  cattle  fed  la  Kansas  commercial  food  lotsvaa  Iran  90   to  120  day* 
afterwhioh  tlae  they  ware  narks ted  aa  finished  cattle  gradlagj  prime,  1.7  per- 
cent) choice,  1*8.5  percent!  good,  Ifi  percent;  standard,  5.9  percent}  and 
commercial  3.9  percent.  It  la  estimated  that  about  eight  percent  of  the 
cattle  wore  sold  en  a  carcass  grade-weight-yield  basis.  The  various  marketing 
channels  used  weraj  terminals,  56.6  percent!  direct  to  packers  aales,  23.2 
percent!  contract  fed  for  packers,  U  percent!  auctions,  8.5  percent!  and, 
order  buyers  and  local  dealers,  0*7  percent.  The  combined  influence  that  the 
packers  had  in  the  eoenerclal  feeding  industry  waa  regarded  aa  substantial. 
Regarding  the  Initial  state  of  destination  of  finished  cattle  It  was  found 
that  Missouri  received  S?.U  percent,  Kansas  21.2  percent,  Oklahoma  10.5  per- 
cent, Colorado  6.6  percent  and  others  2,1  percent.  It  la  believed  that 
probably  more  cattle  than  this  "initial1  picture  reveala  are  eventually 
destined  to  Western  and  douthwestern  areas. 

Implications  of  Current  Trends.  With  regard  to  the  expansion  of  commer- 
cial oattle  feeding  la  Kansas  the  numerous  growth  stimulating  factors  ware 
related  and  measured  against  the  several  growth  Inhibiting  factors.  It  was 
concluded  that  auch  thinga  aa!  Irrigation  development,  increased  locally  pro- 
duced feed  grains,  a  readily  accessible  supply  of  feeder  cattle,  the  econom- 
ies derived  from  scale  operations,  the  abundance  of  alaughtar  cattle  outlets, 


paekera  influence,  recent  expansion  itself,  the  reduced  risk  and  profit 
Motives,  Aid  an  increasing  population  demanding  «ore  baaf  will  tend  to  raault 
in  further  expansion  of  tha  coameroial  cattle  f ceding  Industry  In  Kansas  in 
ilia  future.     Tha  above  factors  outweigh  such  inhibltive  factors  «»j  Indi- 
vidual yard  Optimal  levels  of  operation,  future  technological  devalopaenta 
that  aight  reduce  the  need  for  feeding  cattle,  packer  owned  feed  yards,  and 
oertain  potential  aalf -destructive  traits  of  tha  industry.     Tha  net  raault  la 
that  tha  industry  appears  to  have  a  thriving  future. 
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putTimarr  facts  compiled 

(All  figures  apply  to  1957  unices  otherwise  stated) 

1.    Srtant  of  ooaacrcial  cattle  feeding.     Of  tin  total  motor  Tad  la  ilanaaa 

(390,000head),  37.9  percent  (157,31*8  bead)  were  fed  in  the  16  exlatlng 
cowaarcial  yards. 

2«    ^tP«"ffy  »£  eoaawretal  eattla  feeding,    la  19lt8,  of  the  total  number 
fad  (1*68,000  BK  5.2  pareant  (B3M  head)  vara  fad  In  tba  three 
axleting  commercial  yards.     Tba  number  of  eattla  fad  in  eoamercial  yerde 
incraaaad  501  pareant  froa  191*8  to  1957. 

3.     Soctloaal  growth  dlffcroncea.    Of  tba  16  lota,  nine  were  in  weatern  and 
seven  in  aaatarn  Kansas.    Tha  number  of  iaetern  lota  incraaaad  most 


froa  19U8  (3)  to  1953  (7).    Taa  aaabar  of  western  lota  incraaaad  aoat 
froa  1953  (3)  to  1957  (9).     Of  tba  total  number  of  eattla  fad  in  eoaaer- 
oial  lota  in  1957,  aaatera  lota  fad  56.6  peroeat  walla  iVaatsrn  lota  fad 
Ii3.i»  pareant.    iaatarn  lota  have  declined  in  tba  volume  of  eattla  fad 
whereas  weatern  lota  have  Increased. 

it.    Ownerahip  status  of  feed  yards.     Single  owner,  four}  partnerships,  f  ivej 
corporations,  seven. 

5.  Ownerahip  status  of  the  cattle  fed.    Feed  lot  oaaar  or  operator,  38.2 
peroentj  liTestock  dealers,  2e.Tpercentj  ranebara  or  faraara,  20.5  per- 
centj packers,  11.1  pareant,  others  1.5  percent. 

6.  Transportation  aothoda  need.    neoelvingi    Kail,  31*.  3  percentj  truck, 
65.7  pereentT^  Shipping  outi     Hail,  21*.  8  percent!  truck,  75.2  percent. 

7.  BuyiBf.  aalf -owned  feeder  cattle.    Marketing  channels  uaadi     Auctions, 
1*5.5  percent j  paraoaal  at  tha  ranch,  29.5  percaot|  terminal,  11.7  par- 
cant)  order  buyers,  7.9  percent}  and,  local  livestock  dealers,  5.1* 
percent. 

'•     Sfr**  °£  «^»^n  2L  —If -owned  .feeder  eattla.     Kansas,  U9  percentj 
Oklahoam,  12.7  peroontj  Texas,  11.3  percentj  Arkansas,  7.8  paroautj 
Louialana,  6.8  percent)  Colorado,  3*5  percentj  lenneaaee,  Klealeaippl, 
Mebraeka,  Haw  Mexico,  Wyoming,  and  Klaaouri,  8.9  pareant. 

9.  State  of  origin  of  cue tea  fed  feeder  cattle.  Kansas,  50.9  pareant) 
Oklabeaa,  21.8  peroeat)  Texas,  20.6  percent)  Colorado,  l*.l*  percentj 
Arkansas,  Louialana,  New  Kaxico  and  Nebraska,  2.3  percent. 
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10.  Typca  of  contracta.     (a)     Xardag*  charge  (5-10  cents  per  bttd  per  day) 
plus  feed  handling  ami  processing  prica  aark-up  appliad  to  over  90  par- 
cent  of  the  cuetosi  fad  cattle,     (b)     Straight  eharga  par  pound  of  gala 
baala  applied  to  lesa  than  10  percent  of  the  cuetosi  fad  cattle  and  seat 
often  used  by  larger  packers. 

11.  Slae  of  lot  and  capacity  utilisation.     Average  par  lot  for  the  16  lotas 
Acres  for  pens  and  buildings,  59.5*  faed  yard  cattle  holding  capacity, 
5,206  bead)  auabar  of  bead  fad  par  year,  9,2i£  head*  rat*  of  turnover, 
1.8  tlaae)  capacity  per  acre  of  pens  and  buildings,  66  head]  nuaber  of 
outaide  pena,  29.9  (holding  capacity  of  each,  156  haad)j  number  of 
Bndareorar  pane  on  the  four  lota  where  existing,  36  (holding  capacity 
of  each,  U2  head). 

12.  Crop  production.     Seven  lota  owned  or  laaaad  ercp  landi     Average  pro- 
duction per  lot  of  the  total  faed  supply  used  for  the  seveni  grain,  *.6 
peroent}  allege,  51».8  percent;  hay,  18.8  percent*    Average  crop  land  par 
lot,  1,111  acres. 

13.  Length  of  feeding  period.    Average  for  the  16  lota,  90  to  120  days. 

111.     Slaughter  gradaa  at  which  aarketed.    Prlaa),  1.7  percentj  oholeo,  l»8.5 
percent*  good,  Jjt  percent*  standard,  5.9  percentj  and,  commercial,  3.9 
peroent. 

15.  Caroaaa  grade  weight  yield  Marketing,    natieeted  te  be  about  eight  per- 
oent of  the  total  number  narketed  i'roa  ocer.erclal  yards. 

16.  Soiling  or  disposing  of  f lnjahad  slaughter  cattle.    Marketing  channels 
uaedi     Taralnala,  56.6  peroent*  dlreoi  to  packer  aalea,  23.2  percent; 
contract  fad  for  packers,  U  percentj  auctions,  8.5  percentj   order 
buyers  and  local  dealers,  0.7  percent. 

17.  Initial  state  of  destination  of  finished  cattle.     Missouri,  59.ii  per- 
centj Kansas,  H.Z  percent*  oUanoaa,  10.5  percent*  Colorado,  6.8  per- 
cent)    thara,  2.1  percent. 
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canawm. 

Projoeti    lew  Cattle  tod  Lot  Operation  Study 
Data  of  call,  Firet  _____  Second Third  . 

County  .  P.  0.  _____  Naae  of  food  lot 

n-m  of  tmr >— •  of  i 


Nan*  of  paraon  interrta— .d  ___________  Sohedela  aiaber , 

c.tu>  m_n 

I.  Cwnerenlp  of  Lot 

1.      How  amy  yeara  bam  you  Dean  feeding  cattle?  ______ 


t.      What  year  did  the  pNMt  feed  lot  begin  opor.tlan.7_ 


).      Bow  laag  hu  thU  food  lot  boon  under  too  preeent  owaorohlpt 



it*      What  tg— »  of  ewnerahip  la  it? 


Single 

Partnerehlp (auaber  of  p_rtno~j__ 

Corporation  _______  (IHuober  of  atockholderB 

Other 


n.  si**  of  u»t 

1.      Sow  any  aeroo  do  too  pona  and  baUdlnga  oarer? 
t.      How  any  oatelde  pane  oxo  throt 


3.      What  la  too  approaiaate  eattlo  holding  capacity  of  each? 
«»      How  many  pona  undor  cover  arc  there?  _____________ 


5.  What  lo  tha  approximate  oatUo  holding  capacity  of  each?  ____ 

6.  That  la  tho  total  capacity  at  any  one  tiaoT 

7.  Oa  tha  are-age,    at  what  poroont  of  capacity  la  tho  food  lot 
generally  kept? 

aa-aar f  loll f 

■later I  apring } 


130 


8.  Ha—i  you  reached  what  you  consider  tote*  iwli  op  optimum  sdxe? 
Tee I* 

9.  If  no,  what  do  you  feel  this  else  mi^ht  oaf  _______________ 


10.      What  factors  lia.it  th«  else  of  facing  operations? 


What  haa  bean  the  rata  of  expansion  la  feeding  at  thia  yard  ewer 
tha  past  3,  5,  8,  or  10  year  period?     Upprnrlmitely  how  many  bead 
wara  fad  oat  each  year  for  tha  part  3  to  10  yeare?) 

1957 ,  1956 ,  1955 » 

19SU ,  1953 1 1952 , 

1951 ,  1950 ,  191»9 , 

19U . 


Ill .Crop  Production 

1.  How  many  total  acres  are  cropped? 

2.  What  cropo  are  ralaed?  


approximately  what  pareant  of  tha  total  annual  lead  supply  fed  la 
ralaed  on  your  own  or  leased  land? 


Orain 
Silage" 


IT .Ownership  of  Cattle 

1.      What  percent  of  the  cattle  being  fed  were  owned  by  each  of  the 
following,  during  an  average  recant  yaar? 


Feed  lot  owner  or  operator 

Rancher  or  farmer  _______ 

Packer  

LlToatock  dealer 

Other 


During  the  past  10  years  how  has  the  above  cited  situation  ehangod? 

Procurement  of  tha  cattle  fed 
a.    If  self-cwned» 

1)    What  method  of  buying  Is  used?  (percentage  breakdown) 


in 


I 


Terwiaal  airiest 
auction 


Personal  "at-the-reneh"  purehaaa_ 

d)  By  order 

e)  MwjJwfTHB  (Local) 

f }     Co-operati**  agency 
C) 


Other 


2)  Hot  aany  yeare  have  the  cattle  been  purchased  frea  the  MM 
producer? 

3)  What  Influences  aost  the  number  of  hand  placed  on  feed? 


k)    Iroa  where  do  th»  cattle  originate?  (Percentage  breakdown 
by  state.) I 

1958 

1957 

19Sf 


5) 

6) 

What  la  your  personal  preference  la  relation  tot 

Mai 

Orate 
Bread 
Seat 

Seasons  for  shore  preferences? 

7)    Hot  ■any  head  ware  purchased  la  1957  for  your  own  feeding 

purposes?  _____^^_____^__^_______ 

I)    What  percent,  If  any,  of  the  eattle  fad  are  raised  froa 
calf-hood?  


b.    If  contract-fedt 

1)    Briefly  describe  year  oontractaal 


t)    tact  percent  of  the  contracted  cattle  fad  are  placed  la  the 
lot  by  "aid  aaetoaera"? ____^_____ 

3)    Do  yon  do  any  buying  af  cattle  for  those  people  whoa  you 
feed  for  under  contract?    Tea  ____  ■•  ___ 

a)    Hot  aneh  wight  this  aaount  to?  


5)    What  Influences  aost  the  nuaber  of  head  placed  on  feed 


1* 


6)  Froa  where  do  tha  contracted  cattle  originate?    (Percentage 
breakdown  by  rtttii,  If  known) 

1958 

1957 

1956 

7)  In  what  a_oer  la  new  business  aollolted? 


6)    Of  the  cattle  fad  for  farmers  or  ranchsra,  what,  la  your 
opinion,  la  tha  reason  faraers  do  not  do  thalr  on  feeding 


at  hone? 


9)    "hat  Indications  urn  arailable  that  aaoara  tht  future 
stability  of  contract  feeding?  _____________ 


T.  loading  and  Oparatlenal  Practice* 

1.      Normally,  how  long  ara  thi  cattle  on  food?  (Daya) 


2.      it  what  elanghter  grade  ara  thay  generally  —tries  ted? 

P*_» 

Choloa 


S_nd_~" 

Othar 


that  percent  of  tha  food  Milling  and  ■ Lxlng  la  done  at 


If  arailable,  describe  food  processing  faeilltlaa  from  tha 
standpoint  ofl 

Mill  capacity 

___  grain  elevator  cap— liar 


Mixing  toehniquea  

Sack  feed  storage  capacity 


5*     What  special  feed  purchasing  facilities  ara  nt111ied?_ 


6.      flaalasTly,  of  what  Ingredients  and  In  what  awounts  does  tha  ration 
consist? 


7*      In  what  way  has  the  ration  changed  In  recent  years? 
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8.  In  what  aannar  la  to*  balk  or  roach***  Incladad  In  th»  ration? 

9.  What  addltirea  (horaonai,  antiblotioa,  *tc.)  ara  utillaad? 

10*      BraXaato  toalr  uae  from  — *r  axpariano*  alto  toaai  ________ 


U.      To  what  *ztent  hm  tranqjalltoara  baan  triad? 

■    Bar*  yo*  found  thaa  effaotiva? 


U.      What  rontlna  paraaita  and  diaaaa*  oontrol  ■aaaoraa  ara  takan'/ 


13*      What  haa  boon  jroar  approclaata  faed  eonraraion  ratio? 

Stoarai   6001  ,  600# ,  1000#_ 


H*l»r*i600» ,  800# ,  1000#_ 


lit*      *hat  dally  rata  of  gain  la  aoat  generally  expected? 

StMW  toot  ,  600#  ,  1000# 

Half*rai600# ,  800# ,  lflOQrfT 


15.      Hegarding  the  eatUa  faad  lot  capacity,  what  1*  tha  rat*  of 

turnover  par  year? 


16.      Ar*  hoga  fad  In  addition  to  to*  uttl*  antorprla*?    lea 
No  ______   it  no,  why  not? 


*•    How  many? 


b.    What  paroant  of  to*  total  lnoona  1*  derived  froa  hoga? 


17*      What  value  1*  placed  on  to*  unn  prodnoed  annually? 


18. 

In  what  aannar  1*  to*  aanura  diapoaad  of? 

19. 

What  ha*  boon  to*  death  loaai  (Percentage) 

to. 

What  la  to*  contractual  arrange— nt  for  death  lea*? 

&. 

What  Insurance  praoautlon*  an  tok*n7 

«k 


22.  How  mmj  full-tine  MB  are  employed? 

23.  Hew  umj  part-tlso  am  are  employed?  _______________ 

n.  Cost  Struetare  of  the  Enterprise 

X*      OX  what  laportance  do  you  feel  proper  raoerda,  maintenance  aid 
upkeep  aei— t 


10  what  extent  do  four  own  financial  record*  and  their  analysis 
determine  your  future  operational  practices?  ______________ 


}■      If  as  carats  figures  are  not  available,  -hat  are  your  estimated 
costs  regarding  the  following  on  an  arerage  annual  Deals? 


a*    maintenance  and  repair 


b.  Straw  and  other  bedding 

c.  death  loss   


d.     Veterinary  and  nodical  expanse 


e.     Labors 

Hired  labor  -  other  than  office  ,^___^_^^^_ 
Hired  offios  labor  and  other  office  and  adalnl*-- 
tration  expense 


f. 

Awl  and  power 

'-■• 

Other  Tariablo  expense 

r. 

Depreciation 

i. 

Taxes  (other  than  cattle)  i*e.,  yards  and  oqulpssnt 

J< 

Insursnee 

k. 

Other  fixed  expense 

1. 

Cost  of  purchased  hay 

x. 

Coat  of  purchased  ensilage 

n. 

Coat  of  purchased  grain 

0. 

Cost  of  purchased  protein  supplement 

Kooaaao  aspscts  or  caxmtCUL  cattle  kkd  lot 
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Aware  of  th*  feet  that  agricultural  commercialisation  threatens  to  re- 
organiM  traditional  production  and  marketing  techniques,  various  individuals 
and  interaat  group*  expressed  a  definite  daalra  to  be  enlightened  of  these 
recent  trends  and  thair  prababla  of f ect».  It  was  the  purpose  of  thia  atudy 
to  partially  satlsf y  thia  curiosity  with  particular  regard  t*  the  comereial 
cattle  feeding  industry  in  Kanaaa.  In  1957  that  industry  ooaaiatad  of  16 
commercial  feed  yard*,  which  togathor  fad  approximately  Ut8,000  head,  or  37.9 
percent,  of  th*  390,000  head  of  cattle  that  were  fattened  in  all  Kanaaa  feed 
yarde  during  that  year. 

A   no— ratal  cattle  feed  lot  was  defined  aa  on*  in  which  a  portion  of 
the  cattle  fed  in  that  lot  were  owned  by  an  outside  party  and  thus  «*«•  fed 
on  a  contract  or  custoa  basis.  In  the  fall  of  1956  eaeh  of  the  16  feed  lota 
was  personally  interviewed  in  order  to  obtain  information  that  would  enable 
the  investigators  toi  determine  the  extent  and  trend  of  commercial  cattle 
feeding  in  the  state,  establish  the  ownership  statue  of  let  facilities  and  of 
the  cattle  being  fed,  analyse  feeder  cattle  procurement  methods,  coapare 
feeding  and  operational  practices,  appraise  the  coat  etruoture  of  the  enter- 
prise, explore  slaughter  cattle  disposition  methods,  end  %e  examine  th* 
Implications  of  current  trends. 

It  ems  found  that  the  number  of  cattle  fed  in  commercial  lots  increased 
501  percent  from  19U8  to  1957.  Th*  three  lots  that  existed  in  19«6  fed  5.2 
percent  of  the  1*66,000  total  number  of  cattle  fed  in  Kansas  that  year  in 
contrast  to  th*  37.9  percent  fed  by  the  16  lots  in  1957.  In  mors  recent 
years  western  Kansas  feed  lots,  of  which  there  were  nine  in  1957,  «Bp«~«f1 
both  in  number  and  la  volume  of  cattle  fed,  relatively  faster  than  eastern 
Kansas  lots,  of  which  there  were  seven  la  1957.  Th*  •actional  growth 


difference  la  apparently  associated  with  the  simultaneous  development  of  irri- 
gation at  a  rapid  rata  in  western  Sanaa** 

There  were  four  alngla  owner  units,  fir*  partnerahips,  and  aavao  incor- 
porated aoaaareial  lota  la  1957.  Of  tho  oattl*  fad  In  eoamreial  faad  yard* 
la  1957,  tha  faad  lot  owners  or  oparatora  themselvee  owned  36.2  pareant  while 
livestock  dealers  contracted  28.7  pareant,  ranchera  and  f  ensure  20.S  pareant, 
paekara  H.l  pareant,  and  others  1.5  pareant.  It  ma  believed  that  tha  por- 
tion owned  by  paekara  has  bean  gradually  increasing. 

About  two-thirds  of  tha  feeder  cattle  reeeiTad  by  ooanarelal  lota  vere 
trucked  In  rather  than  by  rail,  while  three-fourths  of  the  finished  slaughter 
cattle  were  ahipped  out  by  truck.  Marketing  channels  ueed  in  purehasing 
self-owned  feeder  cattle  revealed  that  auetlon*  were  the  aost  popular  with 
almost  half  the  business.  Personal  at  the  ranch  purchases  accounted  for 
about  30  percent,  while  terminals  drew  11.7  percent. 

A  yardage  charge  plus  feed  handling  and  processing  priee  smrk-up  type 
contract  was  tha  Boat  ooawoidy  ueed  as  Indicated  by  an  estimate  of  over  90 
percent  of  the  cuetoa  fed  cattle  being  fed  under  some  form  of  tills  baalo 
type  contract.  The  other  type  waa  regarded  as  more  equitable  In  that  its 
straight  charge  per  pound  of  gala  Bake-up  waa  believed  to  be  Incentive  pro- 
ducing and  more  challenging  to  the  feed  lot  operator.  Moat  of  the  cattle 
owned  by  the  larger  packers  were  fad  on  a  charge  per  pound  of  gain  basis. 
■even  of  the  lota  raised  a  portion  of  their  feed  eupply  on  their  owa  or 
leased  land.  Only  on  the  seven  lota  was  the  full  value  of  aenure  produced 
la  the  yard  realised.  Some)  feed  yards  reported  manure  production  and  dis- 
posal as  a  liability  to  the  operation. 

A  coat-incoue-profit  node!  was  established,  easuming  conditions  that 


existed  la  1956,  fro»  which  the  basic  cost  structure  of  tha  enterprise  was 
appraised. 

Cattle  were,  on  to*  avenge,  fed  for  SO  to  120  days,  afterwhioh  tia» 
they  war*  marketed  as  finished  cattle  grading!  PriJn»»  1»7  paraonti  choice, 
I48.S  percenti  good,  IjG  percent}  standard,  5.9  paroant}  and  constrelal,  3.9 
percent.  It  ia  aatioatad  that  about  eight  paroant  of  the  cattle  vera  cold 
on  a  carcase  grade-wel£ht-yiel<i  basis  in  1957*  Terminals  reeeiTad  56.6  per- 
eent  of  tha  finished  cattle,  while  direct  to  packer  sales  accounted  for  23.2 
percent}  contract  fed  for  packers,  11  percent j  auctions,  8.5  percent j  and 
other e,  0.7  paroant.  Packers  influence  in  the  ooamerclal  feeding  industry 
waa  regarded  as  being  quite  considerable  in  its  overall  effect. 

Implications  of  current  trends  in  tha  commercial  cattle  feeding  industry 
in  Kansas  are  such  thinga  aaj  probable  more  rapid  rata  of  expansion  in 
western  than  in  eastern  Kansas,  auctions  continuing  to  prevail  as  a  source 
of  feeder  cattle  purchases,  a  poaslbla  re-evaluation  of  tha  type  of  contract 
used  on  the  part  of  tha  eustoasrs  aa  wall  as  tha  feed  yard  operators,  and  a 
continued  influential  role  exerted  by  packers.  Weighing  the  numerous  indus- 
try growth  stimulating  factors  against  those  considered  to  be  inhibiting 
factors,  it  waa  concluded  that  tha  commercial  cattle  feeding  Industry  la 
Kansas  appeared  destined  to  expand. 


